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MONTANA  HEALTH  CARE  AUTHORITY 


October  1,  1994 

Members  of  the  Montana  Legislature 

Capitol  Station 

Helena,  Montana  59620 

Dear  Legislators: 

Senate  Bill  285,  enacted  during  the  1993  legislative  session,  required  the  Montana  Health  Care 
Authority  to  "submit  a  report  to  the  legislature  that  contains  the  authority's  recommendation  for  a 
statewide  universal  health  care  access  plan  based  on  a  single  payor  system  and  a  recommendation 
for  a  statewide  universal  access  plan  based  on  a  regulated  multiple  payor  system"  on  or  before 
October  1,  1994.  This  report  is  the  Authority's  response  to  that  charge. 

As  such,  it  consists  of  five  documents:  Volume  I  contains  the  alternative  universal  access  plans; 
Volume  II  provides  additional  supporting  documents  and  materials  related  to  those  plans;  Volume 
ID  contains  the  regional  and  statewide  health  care  resource  management  plans  also  required  by  SB 
285;  Volume  IV  contains  materials  related  to  the  Authority's  extensive  public  participation 
activities;  and  Volume  V  contains  the  health  insurer  cost  management  plans,  also  required  by  the 
statute.  Volume  I  is  intended  as  a  stand-alone  document  and  as  such  contains  a  comprehensive 
description  of  the  Authority's  work  to  date. 

In  developing  this  report,  the  Health  Care  Authority  engaged  in  an  open  public  process.  Public 
comment  was  aggressively  solicited  at  each  step  in  the  process.  Working  draft  documents  were 
widely  circulated  to  encourage  public  comment  and  discussion.  In  addition,  the  Authority 
conducted  electronic  forums,  town  meetings,  regional  health  care  planning  board  meetings,  and 
public  hearings  throughout  the  state. 

The  report  contains  detailed  analyses  of  the  two  alternative  universal  access  plans  as  well  as 
extensive  baseline  data  and  information  that  should  be  invaluable  to  all  Montanans  in  considering 
the  course  that  health  care  reform  should  take  in  our  state.  Most  importandy,  it  is  intended  to  serve 
as  a  resource  for  you  and  your  colleagues  as  you  consider  health  care  reform  legislation  during  the 
1995  session. 

On  behalf  of  the  other  members  of  the  Health  Care  Authority,  I  would  like  to  express  our 
appreciation  to  the  hundreds  of  Montanans  who  sent  written  comments,  spoke  at  our  public  events 
and  meetings,  and  otherwise  invested  extraordinary  time  and  effort  in  the  development  of  this 
report. 

Sincerely, 


S^>oy»oU~  \^a-Ql4\c^ 


Dorothy  Bradley 
Chair 


28  N.  Last  Chance  Gulch  •  P.O.  Box  200901     Helena,  Montana  59620-0901 
406/443-3390     Fax  406/443-3417  ■  800-733-8208 
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I.    INTRODUCTION 

Rapidly  rising  health  care  costs,  a  growing 
number  of  persons  without  health  insurance, 
and  concern  among  those  with  coverage  that 
their  insurance  may  not  be  there  for  them 
when  they  need  it  most  has  led  the  majority 
of  the  American  public  to  believe  that 
changes  must  be  made  to  the  existing  health 
care  system.  The  big  questions  are  what 
form  those  changes  should  take  and  how 
quickly  they  should  be  implemented.  While 
Congress  is  considering  a  variety  of  national 
health  care  reform  proposals,  many  states 
across  the  country  have  undertaken  a  careful 
examination  of  their  own  options.  A  number 
of  these  states,  not  content  to  wait  for  the 
federal  government  to  act,  have  actually 
enacted  and  are  in  the  process  of 
implementing  their  own  state-level  health 
care  reform  strategies. 

Montana  is  one  of  the  states  that  has  moved 
to  address  the  need  to  improve  its  current 
health  care  system.  In  1993,  a  bipartisan 
effort  in  the  legislature  enacted  Senate  Bill 
285,  which  established  the  Montana  Health 
Care  Authority.  The  statute  charged  the 
Authority  with  developing  a  comprehensive 
statewide  health  care  reform  strategy  that 
would  provide  all  Montanans  with  improved 
access  to  high  quality,  affordable  health  care. 
As  part  of  its  strategy  development  process, 
SB  285  requires  the  Authority  to  develop 
two  alternative  universal  access  plans:  (1)  a 
tax-financed  single  payer  system  and  (2)  a 
regulated  multiple  payer  system.  The 
legislation  establishes  a  large  number  of 
criteria  to  be  considered  in  the  design  of 
these  plans  and  calls  upon  the  Authority  to 
report  back  to  the  legislature  by  October  1, 
1994.  This  report  presents  the  Authority's 
findings  and  recommendations  on  these 
alternative  plans.  The  legislature  will 
subsequently  decide  which  —  if  either  —  of 
the  two  plans  is  most  appropriate  for 
Montana. 


One  critical  element  of  the  Authority's 
workplan  for  designing  these  alternative 
universal  access  plans  has  been  its  efforts  to 
solicit  input  from  Montana  communities  and 
residents.  The  Authority  has  done  so 
through  a  variety  of  mechanisms,  including: 

■  holding  13  Authority  board  meetings  in 
different  communities  throughout  the 
state; 

■  holding  3 1  regional  health  care  planning 
board  meetings  in  the  Authority's  five 
planning  regions; 

■  convening  three  electronic  citizens' 
forums  in  Glasgow,  Great  Falls,  and 
Kalispell  to  solicit  the  public's  views  on 
health  care  reform; 

■  publishing  and  widely  disseminating  two 
interim  reports  containing  the  Authority's 
preliminary  findings  and 
recommendations  concerning  the 
universal  access  plans;  and 

■  seeking  additional  public  feedback  on  the 
contents  of  the  interim  reports  through  a 
series  of  ten  town  meetings  and  seven 
public  hearings  that  have  been  held 
during  the  past  three  months. 

The  Authority  is  aware  that  much  work 
remains  to  be  done  if  health  care  reform  is 
to  be  enacted  by  the  legislature  and 
implemented  in  Montana.  It  is  hoped  that 
this  report  will  heighten  the  public's 
awareness  of  the  problems  within  the  current 
health  care  system  that  must  be  addressed, 
and  provide  the  legislature  and  all 
Montanans  with  a  better  understanding  of  the 
reform  elements  that  SB  285  required  the 
Authority  to  consider. 

The  Authority  continues  to  welcome  and 
encourage  feedback  on  the  ideas  contained  in 
this  document  and  stands  ready  to   work 


closely  with  interested  citizens  and  the 
legislature  in  the  upcoming  months  to  see 
that  meaningful  and  affordable  health  care 
reform  is  achieved  in  Montana. 


n.   WHY  HEALTH  CARE  REFORM? 

There  are  several  important  reasons  that 
health  care  reform  is  needed  in  Montana. 

They  include  the  following: 

■  Rapidly  rising  health  care  spending  has 
outstripped  the  growth  in  Montana's 
economy  and  has  placed  a  growing 
burden  on  Montana  families  and  state 
government 

Health  care  spending  in  Montana  has  grown 
considerably  in  past  years.  One  study 
estimated  that  from  1980  to  1990,  total 
health  care  spending  in  Montana  rose  from 
roughly  $676  million  to  over  $1.6  billion,  an 
overall  increase  of  143  percent.  Included  in 
these  annual  figures  for  health  care  spending 
are  payments  for  all  personal  health  care 
services,  including  both  acute  and  long-term 
care,  that  are  made  by  individuals,  private 
insurers,  and  public  programs  such  as 
Medicare,  Medicaid,  Veterans  Affairs,  Indian 
Health  Service,  CHAMPUS,  and  the 
military. 

Estimates  developed  by  the  Authority's 
consultants  indicate  that  the  state's  total 
health  care  spending  in  1994  will  exceed 
$2.1  billion.  It  has  also  been  estimated, 
based  upon  national  projections  adjusted  to 
reflect  historical  Montana  trends,  that  by  the 
year  2000,  annual  health  care  spending  in  the 
state  will  climb  to  nearly  $3.7  billion.  By 
the  year  2005,  statewide  spending  under  the 
current  system  is  expected  to  reach  $5.4 
billion  (see  Figure  1). 

If  these  health  care  spending  figures  are 
converted  to  a  per  capita  basis  —  that  is,  the 
average  amount  of  health  care  spending  for 
each  Montanan  —  they  show  that  per  capita 
spending  has  increased  considerably  in  past 
years  and  is  expected  to  continue  to  rise  in 
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the  foreseeable  future.  For  example,  from 
1980  to  1992,  per  capita  spending  in 
Montana  increased  from  $859  to  $2,179.  It 
is  projected  to  increase  to  $4,221  by  the  year 
2000  and  to  $6,075  by  the  year  2005  (see 
Figure  2). 

The  factors  primarily  responsible  for  these 
cost  increases  include  price  and  fee  increases 
by  providers  and  suppliers;  demographic 
changes  involving  both  population  increases 
in  general  and  an  aging  population  in 
particular;  and  increased  utilization  of 
services  and  resources,  both  in  terms  of 
numbers  and  intensity  (which  includes  the 
application  of  new  technologies  as  well). 

The  most  unsettling  aspect  of  these  increases 
is  that  they  far  outstrip  the  ability  of 
Montana  families  to  pay  for  them.  For 
example,  from  1980  to  1990,  when  health 
care  spending  was  estimated  to  have  grown 
by  143  percent,  total  wages  and  salaries  for 


Montana   workers    increased   by    only    52 
percent  (see  Figure  3). 


Figure  2. 
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Thus,  in  1980  the  average  Montana  family 
spent  $1,345  on  health-related  expenditures, 
or  7.5  percent  of  their  income.  By  1991,  the 
average  health-related  payment  made  by  a 
Montana  family  had  increased  to  $3,154,  or 
10.8  percent  of  their  annual  income. 

The  burden  of  rising  health  care  costs 
impacts  state  government  as  well  as  Montana 
families  and  businesses.  The  state's  share  of 
the  costs  of  the  Medicaid  program  is 
approaching  15.6  percent  of  the  annual 
general  fund  budget,  thereby  severely 
reducing  Montana's  ability  to  finance  other 
badly  needed  services  such  as  education, 
infrastructure  development  and  public  safety. 
The  state  employee  health  benefit  coverage 
further  adds  to  the  portion  of  the  state's 
general  fund  budget  that  is  consumed  by 
health  care  expenses. 

■  An  estimated  100,000  or  more 
Montanans  lack  any  form  of  health  care 
coverage. 


Figure  3. 
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Despite  the  enormous  and  ever-growing 
amount  of  money  spent  on  health  care,  a 
significant  portion  of  Montana's  population 
lacks  even  basic  health  insurance  protection. 
Data  from  several  different  sources  indicate 
that  from  12  percent  to  16  percent  of  the 
state's  population  are  uninsured  at  any  given 
point  in  time. 

These  uninsured  individuals  are  not  covered 
by  any  form  of  private  insurance  or  by  any 
public  programs,  such  as  Medicare, 
Medicaid,  Veterans  Affairs,  Indian  Health 
Service,  CHAMPUS,  or  the  military  health 
care  system.  The  result  is  that  uninsured 
individuals  rarely  make  use  of  cost-effective 
preventive  health  care  or  may  delay  seeking 
treatment  for  a  health  problem  until  their 
condition  has  worsened  and  becomes  much 
more  costly  to  treat.     When  they  do  seek 


care,   it   is   frequently   in   very   expensive 
settings,  such  as  hospital  emergency  rooms. 

A  closer  look  at  the  characteristics  of  the 
uninsured  Montanans  reveals  that: 


half  are  low  income  individuals  and  families 
with  incomes  between  one  and  two  times  the 
poverty  level.  This  latter  group  is  often 
referred  to  as  the  "working  poor"  (see  Figure 
5). 


The  vast  majority  of  uninsured  Montanans 
have  direct  or  indirect  ties  to  the  work 
force.  Nearly  85  percent  of  Montana's  non- 
elderly  uninsured  are  either  adults  who  work 
on  a  full-  or  part-time  basis  at  some  point 
during  the  year  or  are  dependents  of  these 
workers  (see  Figure  4).  Well  over  half  of  all 
uninsured  workers  are  employed  by  small 
businesses  with  fewer  than  25  employees. 


Figure  4. 
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Despite  this  link  to  the  work  force,  the 
majority  of  the  uninsured  are  low  income 
individuals  and  families.  While  a  quarter  of 
the  state's  uninsured  have  incomes  below  the 
federal  poverty  line  (e.g.,  $12,320  per  year 
for  a  family  of  three  in  1994),  nearly  one- 


Many  of  the  state's  uninsured  are  children 
and  young  adults.  One-quarter  of  the  state's 
uninsured  population  are  children  under  the 
age  of  1 8,  while  young  adults  aged  1 8  to  24 
are  in  the  age  group  most  likely  to  be 
uninsured. 
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A  significant  number  of  Montanans  are 
"underinsured".  In  addition  to  these 
uninsured  individuals,  even  a  greater 
number  of  Montanans  are  likely  to  have 
coverage  that  does  not  provide  them  with 
adequate  protection  against  a  catastrophic 
illness  or  with  financial  access  to  primary 
and  preventive  services.  These  persons  are 
considered  to  be  "underinsured". 


■  Because  of  the  significant  provider 
shortages  that  exist  throughout  the  state, 
many  Montanans  do  not  have 
reasonable  access  to  health  care 
services. 

One  of  the  reasons  that  Montana's  per  capita 
health  care  spending  is  below  the  national 
average  is  the  fact  that  the  state's  health  care 
delivery  system  is  a  very  fragile  one  that 
leaves  much  of  the  state's  highly  rural 
population  without  reasonable  access  to 
needed  primary  care  and  related  health  care 
services. 

The  problems  with  the  state's  health  care 
delivery  system  are  reflected  in  the  fact  that 
over  half  of  Montana's  counties  are  officially 
designated  as  Medically  Underserved  Areas 
(MUAs),  a  federally  developed  measure 
identifying  areas  that  are  critically 
underserved.  A  number  of  factors  are 
considered  in  classifying  a  county  as  a 
MUA:  the  proportion  of  the  population 
below  poverty,  the  percentage  of  the 
population  over  65,  and  the  primary  care 
physician-to-population  ratio.  Moreover,  41 
of  the  state's  56  counties  are  designated  as 
Health  Professional  Shortage  Areas  (HPS  As), 
which  is  another  federally  established 
designation  given  to  areas  suffering  from 
serious  health  personnel  shortages, 
particularly  of  primary  care  physicians. 

Further  evidence  of  the  strain  that  exists 
within  Montana's  health  care  delivery  system 
is  demonstrated  by  the  precarious  financial 
status  of  the  state's  hospitals.  Data  from  the 
Montana  Hospital  Association  indicate  that 
hospitals  with  fewer  than  30  beds  —  about 
half  of  all  hospitals  in  the  state  --  have 
suffered  significant  financial  losses  for  at 
least  nine  consecutive  years.  Factors  which 
contribute  to  this  bleak  financial  picture  are 
the  burden  of  providing  uncompensated  care 
to  the  uninsured,   and  the  relatively   low 


reimbursement  rates  from  public  programs 
such  as  Medicare  that  do  not  fully  cover  the 
cost  of  providing  care  to  persons  insured  by 
these  programs. 

These  delivery  system  access  problems  are 
often  exacerbated  by  continuing 
reimbursement  practices  in  the  health  care 
industry  which  generally  provide  much  more 
generous  payment  for  acute  care  than  for 
preventive  and  primary  care  and  which  tend 
to  favor  institutional  care  over  less  expensive 
in-home  or  other  alternate  site  care. 

■  A  lack  of  consistent  and  timely  data 
about  the  costs,  utilization  and  quality 
of  Montana's  health  care  system  means 
that  providers  and  consumers  alike 
cannot  obtain  relevant  and  up-to-date 
information  regarding  the  efficiency  and 
effectiveness  of  services. 

In  Montana  (as  in  many  other  states),  there 
is  no  unified  source  of  health  care 
information  and  the  information  that  is 
available  is  typically  12  to  18  months  out-of- 
date.  This  means  that  providers  are 
hamstrung  in  their  efforts  to  assess  costs  and 
outcomes,  particularly  in  relation  to  their 
colleagues  in  other  regions  of  the  state.  It 
also  means  that  consumers  have  great 
difficulty  in  obtaining  a  clear  picture  of  the 
manner  in  which  the  system  operates  ~ 
particularly  with  regard  to  costs  and 
utilization  —  thereby  reducing  their  ability  to 
access  the  system  in  the  most  efficient  and 
effective  ways  possible.  It  has  the  added 
negative  effect  of  making  the  system  much 
less  sensitive  to  normal  economic  market 
forces  which  serve  in  other  market  areas  to 
control  prices  and  utilization.  Finally,  the 
lack  of  information  makes  it  extremely 
difficult  for  policy-makers  to  develop 
policies  which  will  be  effective  in 
encouraging  the  accomplishment  of  system- 
wide  goals  and  objectives. 


The  above  problems  have  been  growing  in 
severity  for  the  past  1 5  years  or  so  and  were 
largely  responsible  for  the  enactment  of  SB 
285  as  a  comprehensive  effort  to  bring  the 
health  care  system  in  Montana  under  control. 


III.       GUIDING  PRINCIPLES  FOR 
HEALTH  CARE  REFORM 

The  Montana  Health  Care  Authority  believes 
that  the  overriding  goal  of  the  state  of 
Montana's  health-related  policies  should  be 
to  improve  the  health  status  of  its 
population.  To  achieve  this  goal,  the  state 
should  develop  and  implement  a  multi- 
faceted  strategy  that  includes  health  care 
system  reform,  efforts  to  improve  the 
population's  health-related  behaviors,  and 
other  public  health-oriented  activities. 

In  pursuit  of  this  goal,  SB  285  specifies  that 
the  policy  of  the  state  of  Montana  is  to 
ensure  that  all  residents  have  access  to 
quality  health  care  services  at  costs  that  are 
affordable. 

The  following  are  specific  objectives  of  a 
reformed  health  care  system  identified  in  SB 
285: 

■  Maintain  and  improve  the  quality  of 
health  care  services  offered  to 
Montanans; 

■  Contain  or  reduce  increases  in  the  cost  of 
delivering  services  so  that  health  care 
costs  do  not  consume  a  disproportionate 
share  of  Montanans'  income; 

■  Avoid  unnecessary  duplication  in  the 
development  of  health  care  facilities  and 
services; 


■  Facilitate  universal  access  to  preventive, 
primary,  and  other  medically  necessary 
health  care;  and 

■  Educate  consumers  about  the  proper  use 
of  the  health  care  system,  and  about  the 
importance  of  individuals  assuming 
greater  responsibility  for  their  own  health 
status  by  improving  their  health-related 
behavior. 

The  Authority  also  suggests  that  the 
reformed  system  meet  the  following 
additional  objectives: 

■  Operate  as  efficiently  and  effectively  as 
possible,  with  the  administrative  aspects 
of  the  system  made  as  simple  and  "user 
friendly"  as  possible;  and 

■  Provide  accurate  and  accessible 
information  that  will  enable  consumers 
and  providers  to  make  more  informed 
decisions  and  that  will  provide  better 
measures  of  the  performance  of  the 
health  care  delivery  system,  including 
patient  outcomes. 

Finally,  in  reforming  the  health  care  system 
to  achieve  these  objectives,  the  Authority 
believes  that  the  state  must  ensure  that  any 
negative  impacts  of  its  reform  policies  on 
other  aspects  of  the  state's  economy, 
particularly  on  small  businesses,  are 
minimized. 


Encourage  regional  and  local 
participation  in  decisions  about  health 
care  delivery,  financing,  and  provider 
supply; 

Promote  the  rational  allocation  of  health 
resources  in  the  state; 
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IV.       UNIVERSAL    ACCESS    PLANS:  objectives  are  presented  on  the  following 

ALTERNATIVE  MODELS  pages. 

As  noted  earlier,  SB  285  requires  that  the 
Montana  Health  Care  Authority  develop  and 
submit  to  the  legislature  recommendations 
for  two  universal  access  plans:  a  single  payer 
system  and  a  regulated  multiple  payer 
system.  The  statute  defines  these  models  as 
follows: 

■  A  single  payer  system  is  a  method  of 
financing  health  care  services 
predominantly  through  public  funds  so 
that  each  resident  of  Montana  receives  a 
uniform  set  of  benefits  as  established 
through  statute  or  administrative  rule. 
Policies  governing  all  aspects  of  the 
management  of  the  single  payer  system 
would  reside  with  the  state  government, 
and  benefits  must  be  administered  by  a 
single  entity. 

■  A  regulated  multiple  payer  system  is  a 

method  of  financing  health  care  services 
through  a  mix  of  public  and  private  funds 
so  that  each  resident  of  Montana  receives 
a  uniform  set  of  benefits  as  established 
by  statute  or  administrative  rule.  State 
government  has  responsibility  for 
regulating  the  multiple  entities  that 
provide  benefits  to  residents,  including 
regulations  for  enrollment,  change  in 
premium  rates,  payment  rates  to 
providers,  and  aggregate  health 
expenditures. 

SB  285  also  identifies  a  set  of  specific 
features  that  both  the  single  payer  and 
regulated  multiple  payer  plans  must  include 
in  the  areas  of  health  care  access,  cost 
containment  and  service  delivery.  These  are 
summarized  in  Table  1. 

The  Authority's  recommendations  con- 
cerning the  design  of  plans  that  meet  these 
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According  to  SB  285,  both  the  single  payer  and  the  regulated  multiple  payer  plans  developed  by  the 
Montana  Health  Care  Authority  must  provide  for: 

Guaranteed  access  to  health  care  services  for  all  residents  of  Montana; 

A  uniform  system  of  health  care  benefits; 

A  unified  health  care  budget; 

Portability  of  coverage,  regardless  of  job  status; 

A  broad-based,  public  or  private  financing  mechanism  to  fund  health  care  services; 

Consideration  of  the  limitations  of  public  funding; 

A  system  capped  for  provider  expenditures; 

Global  budgeting  for  all  health  care  spending; 

Controlled  capital  expenditures; 

A  binding  cap  on  overall  expenditures; 

Policymaking  for  the  system  as  a  whole  and  accountability  within  state  government; 

Incentives  to  be  used  to  contain  costs  and  direct  resources; 

Administrative  efficiencies; 

A  health  care  resource  management  plan  that  provides  for  the  distribution  of  health  care  resources 
within  regions  of  the  state; 

The  appropriate  use  of  mid-level  practitioners,  such  as  physician's  assistants  and  nurse  practitioners; 

Mechanisms  for  reducing  the  cost  of  prescription  drugs,  both  as  part  of  and  as  separate  from  the 
uniform  benefit  plan; 

Integration,  to  the  extent  possible  under  federal  and  state  law,  of  benefits  provided  under  the  health 
care  system  with  benefits  provided  by  the  Indian  Health  Service  and  the  United  States  Department  of 
Veterans  Affairs  and  benefits  provided  by  the  Medicare  and  Medicaid  programs; 

An  actuarially  sound  estimate  of  the  costs  of  implementing  the  plans  through  the  year  2005; 

Stable  financing  methods,  including  consumer  cost  sharing; 

Procedures  for  evaluating  the  quality  of  health  services;  and 

Education  of  the  public  concerning  the  plan. 
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THE  PROPOSED  SINGLE  PAYER 
ALTERNATIVE 

Overview.  Consistent  with  the  definition  of 
the  single  payer  model  contained  in  SB  285, 
this  alternative  would  replace  the  current 
system  of  premium-financed  private 
insurance  and  tax-supported  public  program 
coverage  with  a  single  system  financed 
primarily  by  tax  revenues  that  ultimately 
would  provide  coverage  of  a  comprehensive 
set  of  benefits  to  all  Montanans. 

However,  unlike  the  Canadian  single  payer 
system,  the  proposed  model  would  combine 
the  positive  equity  and  efficiency  aspects  of 
a  single  payer  system  with  the  most 
attractive  features  of  market-based 
competition  among  health  plans. 

Structure  and  administration.  Under  the 
proposed  single  payer  system,  tax  revenues 
to  support  universal  coverage  will  flow  into 
state     government.  While     a     single 

government  entity  will  assume  overall 
responsibility  for  policy  development  and 
oversight  of  the  system,  this  entity  would 
contract  with  a  private  organization  for  the 
bulk  of  the  administrative  tasks  required  to 
operate  a  single  payer  system  (e.g., 
enrollment,  claims  processing,  data  analysis, 
etc.). 

This  entity  would  provide  eligible 
individuals  with  a  choice  of  obtaining 
coverage  from  either  fee- for- service  or 
managed  care  (or  HMO-style)  plans,  each  of 
which  would  offer  the  uniform  benefit 
packages  described  in  Table  2.  This  aspect 
distinguishes  the  proposed  single  payer 
system  from  the  Canadian  model,  in  which 
all  services  are  provided  on  a  fee-for-service 
basis.  While  providing  covered  individuals 
and  families  with  a  choice  of  health  care 


plans  would  reduce  the  administrative  cost 
savings  that  otherwise  would  be  achieved 
through  a  Canadian  style  approach,  any  loss 
in  administrative  savings  might  well  be 
offset  by  the  benefits  to  consumers  of  having 
a  choice  of  plans,  as  well  as  savings  that 
might  accrue  from  price  competition  among 
plans. 

Populations  to  be  covered.  Under  a  true 
single  payer  system,  all  persons  should  be 
covered  through  such  a  system  and  that 
should  be  the  ultimate  goal  of  such  a  plan  in 
Montana.  However,      it      must      be 

acknowledged  that  significant  federal 
restrictions  currently  limit  the  state's  ability 
to  cover  everyone  under  a  single  payer  plan. 

For  example,  the  federal  Employee 
Retirement  and  Income  Security  Act  of  1 974 
(ERISA)  prohibits  states  from  regulating  the 
health  benefits  provided  by  larger  businesses 
and  labor  unions  that  "self-insure"  or  "self- 
fund"  (i.e.,  that  fund  their  own  health  care 
benefits)  rather  than  paying  premiums  to 
insurance  companies.  Unless  the  ERISA 
statute  is  changed  or  Montana  receives 
special  Congressional  approval,  ERISA 
would  likely  prohibit  the  state  from 
extending  the  single  payer  plan  to  employees 
covered  by  self-funded  plans.  In  addition, 
special  federal  waivers  or  legislation  would 
be  needed  to  include  funding  for  persons 
currently  covered  by  the  Medicare, 
Medicaid,  Indian  Health  Service,  Veterans 
Affairs,  military  health  care,  and  CHAMPUS 
programs  in  a  single  payer  plan. 

Montana  therefore  must  seek  the  necessary 
federal  waivers  and/or  legislation  to  include 
federal  health  care  expenditures  that  would 
otherwise  have  been  made  on  behalf  of  these 
individuals  within  the  proposed  single  payer 
plan  if  it  is  adopted. 
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The  state  should  seek  federal  approval  to 
incorporate  funds  used  to  provide  services  to 
Montana  veterans  through  the  Veterans 
Affairs  program  into  the  single  payer  system 
and  to  provide  these  veterans  with  coverage 
through  the  system.  It  should  also  enter  into 
negotiations  with  the  sovereign  Indian  tribes 
and  the  appropriate  agencies  of  the  U.S. 
government  about  the  possibility  of 
integrating  Indian  Health  Service  funds  into 
the  single  payer  financing  mechanism  and 
providing  coverage  to  tribal  members 
through  the  single  payer  system.  (The  intent 
of  these  recommendations  relative  to 
Montana's  veteran  and  Indian  populations  is 
to  strengthen  access  to  health  care  by 
maximizing  funds  and  resources  in  areas 
where  the  provision  of  or  access  to  health 
care  can  be  improved.  By  pooling 
purchasing  power  in  a  single  payer  system  of 
health  care,  increased  health  benefits  should 
result  and  preventive  and  primary  care  can 
be  emphasized.  Conversely  the 
recommendation  is  not  meant  to  suggest  that 
VA  or  IHS  funds  would  be  diverted  from 
providing  care  for  Montana's  veteran  or 
Indian  populations.) 

Finally,  persons  moving  to  Montana  would 
not  be  eligible  for  coverage  under  the  plan 
for  the  first  six  months  while  their  residency 
is  being  established  and  verified.  These 
individuals  would,  however,  be  allowed  to 
buy  into  the  single  payer  plan  during  this 
six-month  period,  but  would  be  charged  a 
premium  based  upon  their  expected  costs. 

Uniform  benefit  package.  Under  this 
proposal,  the  uniform  benefit  package 
provided  to  all  individuals  under  the  single 
payer  system  would  be  a  relatively 
comprehensive  one  that  includes  coverage  of 
a  full  range  of  preventive,  primary,  and 
acute    care    services,    including    physician 


services,  hospital  care,  prescription  drugs, 
comprehensive  dental  services  for  children, 
and  emergency  dental  services  for  adults. 

Consistent  with  the  decision  to  offer  both 
fee-for-service  and  capitated  managed  care 
plans  under  the  single  payer  system, 
individuals  would  be  able  to  choose  between 
two  slightly  different  benefit  packages:  a 
"high  cost  sharing"  package  to  be  provided 
under  a  fee-for-service  plan  and  a  "low  cost 
sharing"  package  similar  to  that  provided 
through  capitated  managed  care  organization 
(HMO-style)  plans. 

Both  types  of  plans  incorporate  patient  cost 
sharing  features,  as  called  for  by  SB  285,  to 
promote  individual  responsibility  and  the 
appropriate  use  of  the  health  care  system. 
However,  the  nature  of  the  cost  sharing 
provisions  differ  across  the  two  types  of 
plans.  (In  relation  to  a  package  of  health 
care  benefits,  "high  cost  sharing"  means  the 
insured  party  is  responsible  for  paying 
relatively  higher  deductible  costs  and/or 
copayments,  while  under  a  "low  cost 
sharing"  approach  the  insured  party  would 
pay  smaller  deductible  costs  and/or 
copayments.) 

Under  the  fee-for-service  plan  there  would 
be  greater  cost  sharing  in  exchange  for 
maximum  choice  of  providers.  Individuals 
would  be  required  to  pay  a  $200  deductible 
each  year  before  most  benefits  would  begin. 
For  families,  the  maximum  annual  deductible 
for  all  family  members  would  be  $400. 
Separate  deductibles  also  would  be 
established  for  prescription  drug  benefits  and 
dental  coverage.  Once  these  deductibles  are 
met,  persons  covered  by  the  fee-for-service 
plan  would  then  be  eligible  for  a  broad  array 
of  services.  For  many  of  these  services, 
individuals  would  be  responsible  for  paying 
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20  percent  of  the  cost  (i.e.,  making  a  20 
percent  copayment).  For  other  services, 
different  cost  sharing  requirements  would 
apply.  The  maximum  amount  of  out-of- 
pocket  expenses  (i.e.,  deductibles  and 
coinsurance)  that  an  individual  would  have 
to  pay  in  a  given  year  would  be  $1,500.  For 
a  family,  the  maximum  for  all  family 
members  would  be  $3,000. 

Under  the  capitated  managed  care  plan, 
individuals  would  trade  some  flexibility  in 
provider  choice  for  lower  cost  sharing. 
There  would  be  no  deductibles  or 
coinsurance  if  individuals  receive  care  from 
providers  who  are  part  of  a  given  plan's 
provider  network.  However,  individuals 
would  be  required  to  make  small  copayments 
(e.g.,  $10.00  per  office  visit)  for  certain 
services.  Individuals  electing  to  use 
providers  who  are  not  in  the  plan's  network 
could  do  so,  but  would  have  to  pay  20 
percent  of  that  provider's  bill.  Like  the  fee- 
for-service  plan,  annual  out-of-pocket 
spending  under  the  managed  care  plan  would 
be  limited  to  $1,500  for  an  individual  and 
$3,000  for  a  family.  Once  these  limits  are 
reached,  no  further  cost  sharing  would  be 
required  for  covered  services. 

One  important  feature  of  both  the  fee-for- 
service  and  managed  care  benefit  packages  is 
their  coverage  of  a  comprehensive  set  of 
preventive  care  benefits.  This  preventive  care 
benefit  package,  which  was  developed  by  the 
U.S.  Preventive  Services  Task  Force, 
includes  coverage  without  any  cost  sharing 
requirement  of  prenatal  care,  well  child  visits 
and  other  periodic  health  exams, 
immunizations,  and  a  range  of  laboratory 
and  screening  tests  that  include  pap  smears 
and  mammograms.  (See  Appendix  B  for  a 
detailed  description  of  the  preventive  care 
benefits.) 


The  Authority  believes  that  in  rigidly 
adhering  to  exact  specifications  of  benefit 
packages,  insurers  now  tend  to  make 
arbitrary  decisions  resulting  in  harm  to  the 
patient  and  increased  expense.  As  a  more 
reasonable  approach,  the  Authority 
recommends  that  case  management  be 
encouraged,  if  not  required,  as  an  important 
element  to  promote  more  cost-effective 
decisions  that  also  benefit  the  patient. 

An  important  feature  of  both  single  payer 
benefit  packages  which  relies  heavily  on 
such  a  cost  management  approach  is  the 
Authority's  recommendation  for  parity  in 
coverage  between  mental  health  and  physical 
health.  The  Authority  believes  that  such 
parity  can  only  be  successfully  achieved  at  a 
reasonable  cost  under  a  case  management 
approach.  Thus,  such  a  system  is  a  required 
element  of  both  benefit  plans. 

The  Authority  also  recommends  that 
whenever  possible  and  appropriate,  health 
care  services  should  be  provided  in  the  least 
restrictive  setting  possible.  An  example  of 
this  is  respiratory  care  where  coverage  will 
be  available  for  services  (including 
assessments,  education,  therapeutic 
procedures,  diagnostic  procedures  and 
pulmonary  rehabilitation)  which  can  be 
provided  in  all  alternate  care  sites.  The 
Authority  believes  that  this  approach  can 
result  in  better  care  for  the  patient  at  lower 
cost. 

A  fuller  description  of  the  services  that 
would  be  included  under  the  single  payer 
benefit  package  is  presented  in  Table  2.  (It 
is  important  to  note  that  the  benefit  package 
presented  under  this  alternative  is  primarily 
for  illustrative  purposes  and  could  be  subject 
to  modification  during  the  rulemaking 
process  which  would  follow  any  legislative 
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enactment  of  the  single  payer  plan.)  A 
glossary  of  terms  that  may  assist  readers  to 
better  understand  the  features  of  the 
proposed  uniform  benefit  package,  as  well  as 
other  information  presented  in  this  report, 
can  be  found  in  Appendix  A. 

As  shown  in  Figure  6  below,  estimates 
prepared  by  the  Authority's  actuarial 
consultants  indicate  that  the  monthly  per 
capita  costs  of  the  benefits  covered  by  the 
single  payer  plan,  at  1994  cost  levels,  would 
range  from  approximately  $134  to  $142  per 
adult  and  from  $67  to  $71  per  child, 
depending  upon  whether  they  enroll  in  a  fee- 
for-service  or  managed  care  plan. 


Finally,  issues  associated  with  providing 
additional  services  to  low  income  or  other 
vulnerable  populations  (e.g.,  persons  in  need 
of  long-term  care  services)  will  be  addressed 
as  part  of  the  Authority's  (and  the  Montana 
Department  of  Social  and  Rehabilitation 
Services')  subsequent  examination  of  long- 
term  care  reform,  which  is  required  by  SB 
285  to  be  completed  by  September  1,  1996. 


Figure  6, 

Estimated  Per  Capita  Cost  of  Coverage  Under 

the  Proposed  Single  Payer  System 

(at  1994  Priee  Levels) 


Adult 
Child 


Fee-for-Service 
Plan 

$134.06 
$  67.03 


Managed  Care 
Plan 

$141.90 
$  70.95 


It  is  important  to  understand  that  these 
figures  represent  estimates  of  the  average 
costs  that  would  be  incurred  by  state 
government  to  cover  the  services  included  in 
the  uniform  benefit  package.  They  are  not 
estimates  of  the  insurance  premiums  that 
individuals  or  businesses  would  have  to  pay, 
since  under  the  single  payer  system,  private 
premium  payments  for  these  services  would 
be  eliminated  and  replaced  by  a  tax-based 
financing  structure. 

Projections  of  the  additional  cost  to  state 
government  to  operate  this  single  payer 
program  and  options  for  generating  the 
additional  tax  revenues  needed  to  cover  these 
costs  are  presented  in  Section  VII  this  report. 


16 


"I'.jhll-  'J 

i  anic  i.. 
COMPREHENSIVE  BENEFIT  PACKAGE  PROVIDED  UNDER  SINGLE  PAYER  SYSTEM 

Unless  benefit  package  otherwise  indicates,  "covered"  means  that  deductible,  coinsurance, 
out-of-pocket  and  maximum  lifetime  limits  apply. 

SERVICE  TYPE 

FEE-FOR-SERVICE  PACKAGE 

HMO/MANAGED  CARE 
PACKAGE 

DEDUCTIBLES 

$200  per  individual;  $400  per  family. 
Separate  deductible  for  prescriptions 
and  dental. 

None. 

COINSURANCE 

20%,  unless  otherwise  noted. 

None  for  "In-Network"  use.   Minimum 
20%  coinsurance  for  "Out-of-Network" 
use. 

OUT-OF-POCKET  MAXIMUM 

$1,500  per  individual;  $3,000  per 
family. 

$1,500  per  individual;  $3,000  per 
family. 

MAXIMUM  LIFETIME  LIMITS 

None. 

None. 

HOSPITAL 

Inpatient  Care 

Covered. 

Covered. 

Outpatient  Care 

Covered. 

$10  copay  per  visit. 

MEDICAL 

In-Hospital 

Covered. 

Covered. 

Surgery  -  Inpatient 

Covered. 

Covered. 

Surgery  -  Outpatient 

Covered. 

Covered. 

Preventive  Services 

Covered  in  full  with  no  deductible  or 
coinsurance.   Preventive  benefit 
package   includes  prenatal  care, 
immunizations,  well  child  visits,  pap 
smears,  and  mammograms  as 
recommended  by  the  U.S.  Preventive 
Services  Task  Force.   (A  detailed 
description  of  these  services  is  provided 
in  Appendix  B.) 

Covered  in  full  with  no  deductible  or 
coinsurance.  Preventive  benefit 
package  includes  prenatal  care, 
immunizations,  well  child  visits,  pap 
smears,  and  mammograms  as 
recommended  by  the  U.S.  Preventive 
Services  Task  Force.   (A  detailed 
description  of  these  benefits  is  provided 
in  Appendix  B.) 

Primary  Care 

Covered,  primary  care  services 
provided  by  physicians  and  other 
primary  care  providers. 

Covered,  primary  care  services 
provided  by  physicians  and  other 
primary  care  providers,  subject  to  a 
$10  copay. 
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Table  2. 
COMPREHENSIVE  BENEFIT  PACKAGE  PROVIDED  UNDER  SINGLE  PAYER  SYSTEM 

Unless  benefit  package  otherwise  indicates,  "covered"  means  that  deductible,  coinsurance, 
out-of-pocket  and  maximum  lifetime  limits  apply. 


SERVICE  TYPE 


FEE-FOR-SERVICE  PACKAGE 


HMO/MANAGED  CARE 
PACKAGE 


OB/GYN  &  Maternity 

-  specialty 

-  periodic  OB/GYN  exams 

-  pre/post  natal 

-  delivery 

-  newborn 

-  birthing  center 


Covered. 

Covered  in  full  with  no  deductible  or 
coinsurance  prenatal  care  and  clinician 
visits. 


Covered,  with  $10  copay  per  visit. 

Covered  in  full  with  no  deductible  or 
coinsurance,  prenatal  care  and  clinician 
visits. 


OTHER 


Emergency  Room 


Covered. 


$25  per  visit  unless  condition  is  an 
emergency. 


Ambulance 


Covered. 


Covered. 


Chiropractic 


Covered. 


Covered. 


Physical,  occupational,  and  speech 
therapy 


Covered  for  outpatient  with  60  day 
evaluations  for  continued  improvement. 


Covered  for  outpatient  with  $10  copay 
per  visit  with  60  day  evaluations  for 
continued  improvement. 


Nutritional  Services 


Covered,  medically  necessary  medical 
nutrition  services,  including  nutrition 
assessment  and  counseling,  for  the 
following  conditions:  diabetes  mellitus, 
renal  disease,  high  risk  pregnancies, 
malnutrition,  high  risk  pediatrics, 
cardiovascular  disease,  cancer, 
gastrointestinal  disease,  and  eating 
disorders.  The  coverage  is  limited  to 
$240  per  benefit  period,  unless  covered 
under  a  case  management  plan  of  care 
as  directed  by  a  referring  physician. 


Covered,  medically  necessary  medical 
nutrition  services,  including  nutrition 
assessment  and  counseling,  for  the 
following  conditions:  diabetes  mellitus, 
renal  disease,  high  risk  pregnancies, 
malnutrition,  high  risk  pediatrics, 
cardiovascular  disease,  cancer, 
gastrointestinal  disease,  and  eating 
disorders.    The  coverage  is  limited  to 
$240  per  benefit  period,  unless  covered 
under  a  case  management  plan  of  care 
as  directed  by  a  referring  physician. 


Durable  Medical  Equipment 


Covered. 


Covered. 


Hospice 


Covered,  comprehensive,  palliative, 
interdisciplinary  services  for  terminally 
ill  patients  with  an  expected  prognosis 
of  weeks  or  months. 


Covered,  comprehensive,  palliative 
interdisciplinary  services  for  terminally 
ill  patients  with  an  expected  prognosis 
of  weeks  or  months. 


Home  Care 


Covered  as  a  cost-effective  alternative 
to  inpatient  care,  with  mandatory 
reevaluation  after  each  60  day  period. 


Covered  as  a  cost-effective  alternative 
to  inpatient  care,  with  mandatory 
reevaluation  after  each  60  day  period. 
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I  anic  t. 
COMPREHENSIVE  BENEFIT  PACKAGE  PROVIDED  UNDER  SINGLE  PAYER  SYSTEM 

Unless  benefit  package  otherwise  indicates,  "covered"  means  that  deductible,  coinsurance, 
out-of-pocket  and  maximum  lifetime  limits  apply. 

SERVIC1 

1  TYPE 

FEE-FOR-SERVICE  PACKAGE 

HMO/MANAGED  CARE 
PACKAGE 

Skilled  Nursing  Facility  (SNF) 

Covered  as  inpatient  alternative  with 
100-day  maximum  per  year. 

Covered  as  inpatient  alternative  with 
100-day  maximum  per  year. 

Vision  and  Hearing 

Covered,  routine  eye  exam. 
Covered,  1  pair  of  glasses  per  year, 
limited  to  children. 

Covered,  hearing  screening,  as  part  of 
preventive  services  benefit. 

Covered,  routine  eye  exam,  with  $10 

copay  per  exam. 

Covered,  1  pair  of  glasses  per  year, 

limited  to  children. 

Covered,  hearing  screening  covered  as 

part  of  preventive  services  benefit. 

Mental  Health 
Inpatient  and  Outpatient 

Covered,  under  a  case  managed  system 
of  care  to  the  same  extent  as  physical 
illnesses. 

Covered,  under  a  case  managed  system 
of  care  to  the  same  extent  as  physical 
illnesses. 

Alcohol/Drug  Abuse 

-  Inpatient 

-  Outpatient 

Inpatient:  50%  coinsurance  plus  one 
day  deductible  per  admission,  30  days 
per  year;  additional  30  days  per  year 
may  be  approved. 
Intensive  nonresidential:  50% 
coinsurance;  substitute  2  days  for  1 
inpatient  day  (max.  60  days  per  year); 
additional  60  days  per  year  may  be 
approved  (50%  coinsurance). 
Outpatient:  Covered,  30  visits  per  year. 
Additional  visits  available  at  4:1  ratio: 
per  every  four  visits,  one  inpatient  day 
lost.  30  days  of  group  therapy  available 
if  individual  received  inpatient  or 
intensive  nonresidential  treatment 
within  the  previous  12  months. 

Inpatient:  $25  copay  per  visit,  30  days 
per  year;  additional  30  days  per  year 
may  be  approved. 

Intensive  nonresidential:  $25  copay; 
substitute  2  days  for  1  inpatient  day 
(max.  60  days  per  year);  additional  60 
days  per  year  may  be  approved  (25  % 
coinsurance). 

Outpatient:  $10  copay,  30  visits  per 
year.   Additional  visits  available  at  4: 1 
ratio:  per  every  four  visits,  one 
inpatient  day  lost.   30  days  of  group 
therapy  available  if  individual  received 
inpatient  or  intensive  nonresidential 
treatment  within  the  previous  12 
months. 

Prescription  Drugs 

Covered,  with  individual  outpatient 
deductible  of  $250  per  year;  20% 
coinsurance. 

Covered,  with  $5  copay  per 
prescription. 

Dental 

Coverage  for  adults,  emergency  only, 
and  coverage  for  children, 
comprehensive.   $50  annual  individual 
deductible. 

Coverage  for  adults,  emergency  only, 
and  coverage  for  children, 
comprehensive.  $10  per  visit  copay. 
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THE  PROPOSED  REGULATED 
MULTIPLE  PAYER  ALTERNATIVE 


and,  in  turn,  on  the  labor  market  within  the 
state. 


Overview.  According  to  the  definition 
contained  in  SB  285,  the  regulated  multiple 
payer  alternative  would  essentially  leave  the 
current  health  care  system  infrastructure 
intact,  but  would  require  health  insurance 
coverage  for  all  residents  of  Montana.  The 
system  would  involve  the  same  mix  of 
public  and  private  insurance  payers  that 
currently  exists  but  would  impose  significant 
changes  in  the  rules  under  which  insurance 
is  provided.  It  would  also  continue  to  be 
financed  through  a  mix  of  premiums  and 
tax-supported  public  programs. 

Coverage  requirement.  To  achieve 
universal  coverage  through  a  regulated 
multiple  payer  system,  the  Authority 
concluded  that  some  form  of  coverage 
requirement  (or  mandate)  is  necessary. 
Otherwise,  a  portion  of  the  population  might 
be  willing  to  run  the  risk  of  becoming  sick 
and  incurring  health  care  expenses  that  they 
could  not  pay  and  that  would  be  passed  on 
in  the  form  of  higher  charges  to  persons  who 
did  have  coverage. 

The  Authority  therefore  debated  whether  a 
coverage  requirement  should  be  imposed  on 
all  Montana  businesses  (an  "employer 
mandate")  or  whether  responsibility  for 
obtaining  health  care  coverage  should  rest 
with  the  individual  (an  "individual 
mandate").  The  majority  of  Montanans 
currently  obtain  their  health  care  coverage 
through  their  place  of  employment. 
However,  the  Authority  did  not  propose  that 
Montana  employers  be  required  to  pay  even 
a  portion  of  the  health  care  coverage  costs 
for  their  workers  and  dependents  because  of 
the  potential  negative  impact  that  such  a 
requirement  might  have  on  small  businesses 


Instead,  the  proposed  multiple  payer  plan 
would  achieve  universal  coverage  by 
requiring  that  all  Montanans  assume 
individual  responsibility  for  obtaining  and 
paying  for  their  own  health  care  coverage. 
At  the  same  time,  to  encourage  the  continued 
availability  of  health  care  coverage  through 
the  workplace,  employers  under  this 
multiple  payer  plan  would  be  required  to 
offer  health  care  coverage  to  their  workers. 
That  is,  while  employers  would  not  be 
required  to  pay  for  health  care  coverage  for 
their  workers,  they  would  have  to  make 
arrangements  to  have  health  insurance 
premium  contributions  deducted  from 
employees'  payroll  checks  and  forwarded  to 
insurance  carriers. 

Moreover,  the  Authority  believes  that  the 
establishment  of  an  individual  coverage 
requirement  should  not  reduce  the 
availability  of  employer-financed  coverage. 
Maintaining  the  current  (or  an  expanded) 
level  of  employer-funded  coverage  is 
considered  to  be  of  critical  importance  to  the 
long-term  financing  of  a  regulated  multiple 
payer  system.  Accordingly,  the  Authority 
recommends  that  the  current  federal  and 
state  tax  deductibility  of  such  benefits  be 
continued  and  expanded  wherever  possible. 
Maintaining  employer-funded  coverage  is 
also  important  because,  under  current  federal 
and  state  tax  policies,  employer-funded 
health  care  coverage  is  a  tax-free  benefit, 
while  there  is  limited  or  no  tax  deductibility 
for  the  cost  of  purchasing  non-employer- 
funded  coverage.  To  address  this  inequity, 
the  Authority  recommends  that  the  state  and 
federal  tax  codes  be  amended  to  provide  the 
same  favorable  tax  treatment  to  both 
individually-purchased  and  employer-funded 
health  care  coverage  costs. 
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In  addition,  the  Authority  is  currently 
conducting  a  study  (due  by  December  15, 
1994)  of  the  feasibility  of  establishing  one  or 
more  health  care  purchasing  pools  through 
which  individuals  and/or  businesses  could 
obtain  health  care  coverage.  Such  pools  may 
very  well  increase  the  negotiating  power  of 
small  businesses  and  individuals  and  expand 
their  access  to  more  affordable  coverage. 
They  may  also  provide  better  standardized 
information  that  could  allow  consumers  to 
make  more  informed  decisions  when 
selecting  health  plans. 

Uniform  benefit  package.  The  proposed 
multiple  payer  plan  seeks  to  minimize  any 
adverse  effects  of  its  individual  coverage 
requirement  by  defining  the  minimum 
benefit  package  at  a  relatively  low  level  and 
by  calling  for  the  establishment  of  public 
subsidies  to  assist  low  income  persons  in 
paying  for  such  coverage. 

It  is  the  Authority's  intention  to  establish  a 
minimum  requirement  that  would  result  in 
all  Montanans  having  a  basic  level  of 
coverage  without  requiring  them  to  change 
their  current  coverage  or  to  disrupt  current 
employer-funded  health  care  coverage 
arrangements.  Indeed,  the  current  health 
insurance  coverage  held  by  most  Montanans 
would  easily  meet  this  minimum  standard. 

A  summary  of  the  proposed  minimum 
benefit  package  is  presented  in  Table  3. 
(As  noted  in  the  single  payer  plan,  this 
benefit  package  is  also  presented  for 
illustrative  purposes  and  could  be  subject  to 
modification  during  the  rulemaking  process.) 
The  relatively  low  premium  cost  of  this 
benefit  package  is  the  result  of  its  high  cost- 
sharing  requirements:  annual  deductibles  of 
$1,000  per  person  or  $2,000  per  family  that 
apply  primarily  to  hospital  care,  and  a  50 
percent  coinsurance  requirement  on  many 
other  services.  In  particular,  to  avoid  unduly 


restricting  access  to  important  primary  care 
services,  the  plan's  deductible  does  not  have 
to  be  met  before  individuals  are  covered  for 
physician  services,  although  the  50  percent 
coinsurance  requirement  would  apply. 
Annual  out-of-pocket  expenditures  for  most 
services  are  capped  at  $3,000  per  person  and 
$6,000  per  family. 

To  promote  access  to  cost-effective 
preventive  care,  the  regulated  multiple  payer 
minimum  benefit  package  does  provide 
coverage,  similar  to  that  available  under  the 
single  payer  plan,  of  a  comprehensive  set  of 
preventive  care  benefits  recommended  by  the 
U.S.  Preventive  Services  Task  Forces.  These 
include:  prenatal  care,  immunizations,  well 
child  visits  and  other  periodic  health  exams, 
and  a  range  of  laboratory  and  screening  tests 
that  include  pap  smears  and  mammograms. 
These  services  would  be  covered  without  any 
cost-sharing  requirements  (i.e.,  deductibles  or 
coinsurance)  being  applied  to  them.  (These 
services  are  described  in  detail  in  Appendix 
B.) 

Again,  as  with  the  single  payer  alternative, 
the  Authority  believes  that  in  rigidly 
adhering  to  exact  specifications  of  a  benefit 
package,  insurers  often  tend  to  make 
arbitrary  decisions  resulting  in  harm  to  the 
patient  and  increased  expense.  As  a  more 
reasonable  approach,  the  Authority 
recommends  that  case  management  be 
encouraged,  if  not  required,  as  an  important 
element  to  promote  more  cost-effective 
decisions  that  also  benefit  the  patient. 

Parity  in  coverage  between  mental  health 
and  physical  health  can  best  be  achieved  at 
a  reasonable  cost  under  a  case  management 
approach.  Thus,  such  a  system  is  a  required 
element  of  this  benefit  plan. 

Whenever  possible  and  appropriate,  health 
care  services  should  be  provided  in  the  least 
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restrictive  setting  possible.  An  example  of 
this  is  respiratory  therapy  where  coverage 
will  be  available  for  services  (including 
assessments,  education,  therapeutic 
procedures,  diagnostic  procedures  and 
pulmonary  rehabilitation)  which  can  be 
provided  in  all  alternate  care  sites.  The 
Authority  believes  that  this  approach  can 
result  in  better  care  for  the  patient  at  lower 
cost. 

The  Authority's  actuarial  consultants 
estimate  the  average  monthly  premium  cost 
of  this  benefit  package  in  1994  to  be  the 
following: 

■  Single  adult $100 

■  Single  adult  and  child(ren)    ....  $188 

■  Married  couple    $200 

■  Family $306 

Insurance  market  reforms.  Under  the 
proposed  multiple  payer  plan,  health  care 
coverage  would  be  available  on  a 
guaranteed  basis.  That  means  that  no  one 
could  be  denied  coverage  or  be  dropped  by 
an  insurer  because  they  are  in  poor  health. 
The  coverage  would  be  portable  as  well, 
with  persons  not  having  to  worry  about 
losing  their  insurance  if  they  change  jobs. 
Finally,  only  a  single  12-month  exclusion 
of  pre-existing  conditions  would  be 
allowed.  Once  that  exclusion  period 
passed,  no  one  would  be  subject  to  another 
waiting  period,  even  if  they  changed  jobs, 
unless  they  failed  to  maintain  continuous 
coverage. 

In  addition,  to  insure  that  individuals  with 
prior  medical  conditions  who  may  have 
been  denied  coverage  under  previous  plans 
are  not  unduly  discriminated  against,  a 
three-month  "open  enrollment"  period 
would  be  provided.  In  other  words,  all 
uninsured  or  underinsured  individuals 
would   be  allowed  to  purchase   insurance 


coverage  during  the  first  three  months  of  the 
program  without  being  subject  to  a  pre- 
existing condition  exclusion.  And  insurers 
would  be  restricted  to  a  12-month  look  back 
period. 

The  Authority  also  believes  that  ultimately 
health  care  premiums  should  be  set  on  a 
modified  community-rated  basis  —  that  is, 
the  cost  of  coverage  would  be  the  same  for 
everyone,  regardless  of  their  sex,  occupation, 
or  health  status,  except  that  different 
premiums  could  be  established  for  different 
age  groups.  As  a  transition  to  this  modified 
community  rating  approach,  the  Authority 
believes  that  the  limitations  on  premium  rate 
variations  established  as  part  of  the  state's 
small  group  market  reforms  should  gradually 
be  tightened  and  also  be  extended  to  both  the 
individual  and  larger  group  insurance 
markets.  (A  more  detailed  description  of  the 
small  employer  group  reform  program  is 
provided  in  Volume  II  of  the  Authority's 
universal  access  plans  report.) 

To  whom  would  the  individual  coverage 
requirement  apply?  The  proposed 
individual  health  care  coverage  requirement 
would  in  general  apply  to  all  Montanans. 
However,  as  noted  earlier,  it  is  expected  that 
the  current  private  insurance  coverage  held 
by  most  Montanans  will  meet,  and  indeed 
exceed,  the  minimum  health  care  coverage 
requirements.  In  addition,  most  persons  who 
have  coverage  under  such  public  programs  as 
Medicaid,  Medicare,  Veterans  Affairs,  Indian 
Health  Services,  CHAMPUS,  and  military 
programs  will  be  considered  ~  or  "deemed" 
—  to  have  coverage  that  meets  the  minimum 
requirements.    For  example: 

■  Persons  covered  by  Medicare  Part  A  and 
B  will  be  deemed  to  have  met  the 
individual  coverage  requirement.  Persons 
now  covered  by  only  Part  A  will  be 
grandfathered  in  and  considered  to  have 
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met  the  individual  requirements.  Future 
Medicare  beneficiaries  will  have  to  be 
covered  by  both  Medicare  Part  A  and 
Part  B  in  order  to  be  considered  to  have 
met  the  requirement.  (Note:  Medicaid 
pays  for  the  Part  B  premium  for  many 
low  income  Medicare  enrollees.) 

Persons  with  military  or  CHAMPUS 
coverage  will  also  be  deemed  to  have  met 
the  coverage  requirement. 

IHS  coverage  through  tribally  operated 
health  services,  IHS  operated  health 
services,  or  urban  Indian  clinics  will  also 
be  considered  as  meeting  the  individual 
coverage  requirement. 

Veterans  receiving  services  through  the 
VA  system  would  have  the  option  of 
electing  to  have  those  services  deemed  as 
meeting  the  individual  coverage 
requirements. 

The  state  Medicaid  program  would 
continue  to  operate  as  it  currently  does, 
with  this  coverage  considered  sufficient 
to  meet  the  individual  coverage 
requirement.  Indeed,  the  Authority 
recommends  that  efforts  be  made  to 
maximize  the  use  of  federal  Medicaid 
matching  funds  to  finance  coverage  for 
Medicaid-eligible  low  income  individuals. 
Because  the  federal  government  pays  a 
significant  portion  of  the  cost  of 
Medicaid  coverage  (currently  71  percent), 
efforts  should  be  made  to  enroll  as  many 
Medicaid-eligible  individuals  as  possible 
in  lieu  of  providing  them  with  subsidies 
financed  only  with  state  funds.  A 
requirement  in  SB  285  calling  for 
uniform  reimbursement  rates  for  all 
payers  would  increase  the  cost  of 
Medicaid  coverage  above  current  levels, 
but  would  also  increase  the  flow  of 
federal  Medicaid  dollars  into  the  state  and 


reduce  the  cost  shifting  to  private  payers 
that  Medicaid  has  previously  generated. 

Subsidies    for    low    income    individuals. 

Although  the  Authority  has  sought  to  make 
the  premium  costs  of  its  minimum  benefit 
package  inexpensive,  nonetheless  there  are 
many  persons  within  the  state  for  whom 
purchasing  such  coverage  on  their  own 
would  pose  a  significant  financial  burden. 

To  address  this  problem,  the  Authority 
recommends  providing  premium  subsidies 
and  assistance  in  meeting  out-of-pocket 
expenses  to  certain  low  income  individuals 
and  families.  For  persons  with  incomes 
below  the  federal  poverty  line  (i.e.,  an 
annual  income  of  $12,320  for  a  family  of 
three  in  1994),  the  state  would  provide  a  full 
subsidy  of  the  premium  costs  for  the 
minimum  coverage.  Persons  between  100 
percent  and  200  percent  of  poverty  (i.e.,  a 
family  of  three  with  an  annual  income 
between  $12,230  and  $24,640)  would  be 
eligible  for  partial  subsidies  established  on  a 
sliding  scale  income-related  basis.  In 
addition,  the  high  cost  sharing  feature  of  the 
multiple  payer  minimum  benefits  package 
presents  economic  obstacles  to  low  income 
individuals.  In  response,  the  Authority 
proposes  the  single  payer  benefit  packages 
detailed  in  Table  2,  which  have  lower  cost 
sharing  requirements,  be  made  available  to 
these  individuals. 

Efforts  should  be  made  to  provide  these 
subsidies  so  that  they  will  support  the 
continued  provision  of  employer-funded 
health  coverage  by  assisting  low  wage 
workers  in  paying  for  the  employee  portion 
of  the  premium  for  employer-funded 
coverage  that  they  otherwise  could  not 
afford.  However,  the  Authority  cautions 
that  this  must  be  done  very  carefully  and 
disincentives  established  to  prevent  the 
subsidies  from  replacing  the  contributions 
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that  employers  are  currently  making  to 
provide  health  care  coverage  to  their  low 
wage  employees  and  dependents. 

Finally,  the  Authority  recognized  the 
potential  benefits  of  extending  Medicaid 
coverage  to  low  income  children  who  would 
otherwise  be  likely  to  receive  state-financed 
public  subsidies.  If  enrolled  in  Medicaid 
rather  than  provided  with  the  state  subsidized 
coverage,  these  children  would  receive  a 
richer  benefit  package  which,  because  of  the 
availability  of  federal  Medicaid  matching 
funds,  would  cost  the  state  less  than 
providing  the  subsidies.  The  costs  of 
establishing  the  subsidy  program  should 
therefore  be  calculated  assuming  that  the 
state  will  be  successful  in  expanding 
Medicaid  eligibility  to  children  with  incomes 
of  up  to  200  percent  of  poverty  under  the 
authority  of  Section  1902(r)(2)  of  the  Social 
Security  Act. 

A  discussion  of  possible  sources  of  the 
additional  state  tax  revenues  needed  to  fund 
the  subsidies  is  presented  later  in  Section 
VIII  of  this  report. 


At  the  beginning  of  each  school  year, 
students  would  be  required  to  present 
evidence  of  health  care  insurance 
coverage.  The  approach  would  also  be 
intended  to  serve  as  a  means  of  educating 
parents  about  the  availability  of  low 
income  subsidies  in  order  to  pay  for  the 
insurance.  This  monitoring  approach 
would  not  result  in  preventing  any  child 
from  attending  school  who  could  not 
produce  proof  of  health  insurance. 

Employers  would  also  be  required  to 
submit  evidence  of  having  offered 
coverage  to  their  employees.  The 
Authority  agreed  that  employers  should 
be  subject  to  monetary  penalties  if  they 
do  not  offer  coverage  meeting  the 
minimum  requirements  of  the  multiple 
payer  system  to  employees.  In  addition, 
employers  would  be  required  to  report 
those  employees  who  refused  to  accept 
the  coverage  offered  by  the  employer. 
(Employees  who  are  uninsured  could  not 
refuse  to  participate  in  an  employer- 
offered  benefits  package  if  coverage  can 
not  otherwise  be  obtained.) 


Monitoring  and  enforcement.  Achieving 
compliance  with  the  individual  mandate 
under  the  multiple  payer  plan  would  require 
a  combination  of  monitoring  and 
enforcement  activities  on  the  part  of  the 
state.  The  following  approaches  will  be 
employed  for  that  purpose. 

■  The  state  income  tax  system  would  be 
used  as  a  principal  mechanism  to  monitor 
compliance  with  the  universal  coverage 
requirement.  Under  this  approach, 
individuals  would  be  required  to  provide 
evidence  of  health  insurance  coverage  as 
a  part  of  quarterly  tax  reports  and  annual 
tax  returns. 


The  Authority  also  recognized  that  any  type 
of  enforcement  mechanism  to  be  effective 
must  carry  penalties  for  non-compliance.  In 
order  to  structure  a  schedule  of  financial 
penalties,  the  current  system  of  penalties  for 
non-compliance  with  Montana's  vehicle 
liability  coverage  mandates  should  be 
considered.  Moreover,  the  dollar  level 
associated  with  monetary  penalties  should  be 
high  enough  to  create  an  incentive  for 
individuals  to  obtain  and  maintain  health 
insurance  coverage. 

Necessary  federal  waivers.  In  order  to 
implement  a  number  of  provisions  in  the 
proposed  multiple  payer  plan  that  affect 
employers  (such  as  the  requirements  that 
they    make    coverage    available    to    their 
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workers),  the  state  will  at  minimum  require 
a  Congressional  waiver  of  the  federal  ERISA 
statute.  Any  changes  to  be  made  to  other 
federally  funded  programs  —  including  the 
Indian  Health  Service,  Medicaid,  Medicare, 
Veterans  Affairs,  the  military  health  care 
system,  and  CHAMPUS  —  would  also 
require  federal  approval. 
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Table  3. 
MINIMUM  BENEFIT  PACKAGE  REQUIRED  UNDER  REGULATED  MULTIPLE  PAYER  SYSTEM 

de 

ductible,  coinsurance, 

Unless  benefit  description  otherwise  indicates,  "covered"  means  that 

SERVICE  TYPE 

BENEFIT  PACKAGE 

DEDUCTIBLES 

$1,000  per  year/$2,000  per  family;  not  applicable  to  services  rendered  by 
participating  physicians  and  other  professional  providers. 

COINSURANCE 

50%  unless  otherwise  noted. 

OUT-OF-POCKET  MAXIMUM 

$3,000  per  person/$6,000  per  family.   Costs  for  certain  services  do  not  apply 
to  out-of-pocket  maximum  (see  below). 

MAXIMUM  LIFETIME  LIMITS 

No  maximum  lifetime  limits. 

HOSPITAL 

Inpatient  Care 

Covered. 

Outpatient  Care 

Covered. 

MEDICAL 

In-hospital 

Covered  with  no  deductible. 

Surgery  -  Inpatient 

Covered  with  no  deductible. 

Surgery  -  Outpatient 

Covered  with  no  deductible. 

Preventive  Services 

Covered  in  full  with  no  deductible  or  coinsurance.    Preventive  benefit  package 
includes  prenatal  care,  immunizations,  well  child  visits,  pap  smears,  and 
mammograms  as  recommended  by  the  U.S.  Preventive  Services  Task  Force. 
A  detailed  description  of  these  services  is  provided  in  Appendix  B. 

Primary  Care 

Primary  care  services  provided  by  physicians  and  other  primary  care  providers 
subject  to  a  $10  copay. 

Specialty  Care/Referral 

Covered  with  no  deductible. 

OB/GYN  &  Maternity 

-  specialty 

-  periodic  OB/GYN  exams 

-  pre/post  natal 

-  delivery 

-  newborn 

-  birthing  center 

Covered,  professional  services,  with  no  deductible. 
Covered,  facility  services. 

OTHER 

Emergency  Room  Care 

Covered,  facility  services. 

Covered,  professional  services,  with  no  deductible. 

Not  covered,  non-emergency  care,  subject  to  retrospective  review. 

Ambulance 

Covered,  including  ground  and  air,  subject  to  review  for  medical  necessity. 

Prescription  Drugs 

After  deductible  is  met,  brand  name  prescriptions  covered  subject  to  standard 
coinsurance,  generic  prescriptions  covered  in  full. 

Dental 

Not  covered. 
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Table  3. 
MINIMUM  BENEFIT  PACKAGE  REQUIRED  UNDER  REGULATED  MULTIPLE  PAYER  SYSTEM 

Unless  benefit  description 

otherwise  indicates,  "covered"  means  that  deductible,  coinsurance, 

out-oi-p<R'Kci,  ana  maximum  Midline  units  apuiy. 

SERVICE  TYPE 

BENEFIT  PACKAGE 

Vision  and  Hearing 

Screening  included  as  part  of  the  preventive  services  package. 

Chiropractic 

Covered  up  to  $25  per  visit,  up  to  35  visits  per  year. 

Physical,  Occupational,  and  Speech 
Therapy 

Covered,  inpatient  services. 

Covered,  outpatient  services  up  to  $2,000  per  year. 

Combined  inpatient/outpatient  limited  to  $20,000  per  year,  $100,000  lifetime 

maximum.   Does  not  apply  to  maximum  out-of-pocket  payment. 

Nutritional  Services 

Covered,  medically  necessary  medical  nutrition  services,  including  nutrition 
assessment  and  counseling  for  the  following  conditions:  diabetes  mellitus, 
renal  disease,  high  risk  pregnancies,  malnutrition,  high  risk  pediatrics, 
cardiovascular  disease,  cancer,  gastrointestinal  disease,  and  eating  disorders. 
The  coverage  is  limited  to  $240  per  benefit  period,  unless  covered  under  a 
case  management  plan  of  care  as  directed  by  a  referring  physician. 

Durable  Medical  Equipment 

Covered  for  rental;  replacements  and  repairs  require  preauthorization  if  over 
$200.    Does  not  apply  to  maximum  out-of-pocket  payment. 

Hospice 

Covered,  comprehensive,  palliative,  interdisciplinary  services  for  terminally  ill 
patients  with  an  expected  prognosis  of  weeks  or  months. 

Home  Care 

Covered  as  a  cost-effective  alternative  to  inpatient  care,  with  mandatory 
reevaluation  after  each  60  day  period. 

Skilled  Nursing  Facility  (SNF) 

Covered  as  an  inpatient  alternative  with  100  days  maximum  per  year. 

Mental  Health 
Inpatient  and  Outpatient 

Covered,  under  a  case  management  system  of  care  to  the  same  extent  as 
physical  illnesses. 

Alcohol/Drug  Abuse 

-  Inpatient 

-  Outpatient 

Inpatient:  covered  up  to  30  days  per  year.   Substance  abuse  benefits  limited  to 
$4,000  in  any  24-month  period,  $8,000  lifetime  maximum.  Deductible  only 
applies  to  facility  charges,  not  professional  services. 

Outpatient:  covered  up  to  $1,000  per  year.  Does  not  apply  to  maximum  out- 
of-pocket  payment. 

No  trade-offs  between  inpatient  and  outpatient  benefits. 
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V.         COST  CONTAINMENT 

Overview.  If  government  is  to  commit  to 
providing  a  uniform  benefit  package  to  all 
Montanans  (single  payer)  or  all  Montanans 
are  required  to  obtain  minimum  coverage 
(regulated  multiple  payer),  it  is  essential  that 
this  coverage  be  affordable.  To  ensure  that 
this  is  the  case,  an  effective  cost 
containment  strategy  is  essential. 

In  addition  to  its  emphasis  on  expanding 
health  care  and  improving  access,  SB  285 
also  calls  upon  the  Authority  to  include  in 
both  of  the  universal  access  plans  a  series  of 
features  designed  to  control  the  growth  of 
health  care  spending  within  Montana.  In  an 
attempt  to  establish  a  framework  for  cost 
containment  activities  within  the  state,  the 
statute  requires  that  each  plan  include 
provisions  for  the  establishment  of: 

■  a    global    budget    for    all    health   care 
spending;  and 

■  a  binding  cap  on  overall  health  care 
expenditures. 

Cost  containment  target.  According  to  the 
statute,  cost  containment  components  are 
necessary  so  that 

"by  1999,  the  average  annual  percent 
increase  in  statewide  health  care  costs 
does  not  exceed  the  average  annual 
percentage  increase  in  the  gross 
domestic  product  .  .  .  for  the  preceding 
five  years. " 

To  achieve  the  cost  containment  goals  set  by 
SB  285,  the  Authority  has  sought  to 
incorporate  in  its  alternative  universal  access 
plans  a  combination  of  cost  containment 
features  that  reflect  an  effective  balance  of 
market-oriented  and      regulatory 

mechanisms,  as  well  as  efforts  to  improve 


the  public's  health-related  behavior  and  its 
use  of  the  health  care  system.  For  example, 
the  decision  to  allow  multiple  health  plans  to 
compete  on  a  quality  and  cost  basis  for 
patients  under  the  proposed  single  payer 
system  represents  an  attempt  to  introduce 
the  benefits  of  market  competition  into  an 
otherwise  regulatory  model. 

Indeed,  both  prior  to  and  following  the 
establishment  of  enforceable  expenditure 
limits  in  1999,  the  Authority  advocates  a 
multifaceted  cost  containment  strategy  that 
seeks  to  create  a  partnership  in  which  all 
involved  parties  —  health  care  providers, 
insurers,  and  consumers  —  would  voluntarily 
undertake  their  own  cost  containment  efforts 
in  concert  with  appropriate  state  efforts  to 
promote  the  public's  health,  collect 
important  information  and  promote 
appropriate  health  care  market  activities  so 
that  the  expenditure  growth  limits  called  for 
in  SB  285  might  be  met  without  heavy  state 
regulatory  intervention. 

Cost      containment      strategy.  The 

approaches  endorsed  by  the  Authority  for 
achieving  its  desired  cost  containment 
objectives  include  the  following: 

■  Support  voluntary  efforts  on  the  part  of 
health  care  providers  to  restrain  the 
growth  in  costs  through  the  integration 
and  the  elimination  of  unnecessary 
duplication  of  services; 

■  Encourage  efforts  to  reduce  costs  through 
such  mechanisms  as  the  Montana 
Hospitals  Rate  Review  System; 

■  Continue  to  require  the  periodic 
submission  of  health  insurer  cost 
management  plans  from  all  health 
insurers  doing  business  in  Montana. 
These  cost  management  plans  should 
include  integrated  systems  for  health  care 
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delivery  and  a  description  of  efforts  on 
the  part  of  insurers  to  reduce  the  growth 
in  health  care  spending  under  their 
insurance  plans  (the  results  of  the  initial 
submission  of  these  plans  are  included  in 
Volume  V  of  this  report); 

Promote  competition  among  health  plans; 

Encourage  the  expansion  of  appropriate, 
high  quality  managed  care  plans,  where 
feasible; 

Provide  better  information  to  consumers 
and  providers  to  improve  their  decision 
making; 

Reduce  administrative  costs  through 
effective  implementation  of  standardized 
claims  forms,  the  establishment  of  an 
electronic  claims  clearinghouse,  and 
reductions  in  the  use  of  medical 
underwriting; 

Establish  one  or  more  purchasing  pools 
through  which  small  businesses, 
individuals,  and  other  entities  could 
purchase  health  care  coverage  (the 
feasibility  and  desirability  of  establishing 
one  or  more  of  these  pools  is  currently 
being  studied  by  the  Authority  with  a 
final  report  due  by  December  15,  1994); 

Establish  standardized  benefit  packages 
so  that  consumers  can  make  better 
decisions  based  on  cost  and  quality; 

Emphasize  prevention  and  health 
maintenance  in  the  standardized  benefit 
packages  and  in  other  related  policies; 

Place  a  heavy  emphasis  on  public  health- 
related  activities,  including  health 
education,  etc.; 


■  Seek  ways  to  promote  individual 
responsibility  for  one's  own  health  status 
and  health  care  system  use,  including  the 
establishment  of  appropriate  cost  sharing 
requirements  as  part  of  the  standardized 
benefit  packages;  and 

■  Make  efficient  use  of  health  resources, 
including  the  appropriate  use  of  mid-level 
practitioners. 

It  is  the  Authority's  belief  that  such  efforts 
on  the  part  of  providers,  health  plans, 
consumers,  and  government  will  be 
successful  in  bringing  down  the  rate  of 
growth  in  health  care  spending  within  the 
state  by  1999  to  the  more  affordable  levels 
called  for  in  SB  285.  However,  if  such 
market-oriented  voluntary  efforts  are  not 
successful  in  meeting  the  statute's  cost 
containment  objectives,  then  the  state  will  be 
required  to  implement  additional  measures 
to  enforce  SB  285 's  expenditure  growth 
limits  and  keep  health  care  from  becoming 
increasingly  unaffordable  in  the  state. 

The  role  of  the  Certificate  of  Need 
program.  SB  285  requires  the  Authority  to 
conduct  a  study  of  Montana's  Certificate  of 
Need  process  which  includes  consideration 
of  maintaining  the  exemptions  from  the 
process  for  hospitals  and  for  offices  of 
private  physicians,  dentists,  and  other 
physical  and  mental  health  care 
professionals;  and  maintaining  the  dollar 
thresholds  for  health  care  services, 
equipment,  and  buildings  and  for 
construction  of  health  care  facilities.  The 
statute  requires  the  study  to  be  completed 
and  submitted  by  December  1,  1994.  In 
lieu  of  a  final  report  on  the  subject,  the 
Authority  made  the  following 
recommendations  with  respect  to  the  state's 
existing  program: 
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Consistent  with  the  provisions  of  SB  285, 
responsibility  for  the  state's  CON 
program  should  be  transferred  from  the 
Montana  Department  of  Health  and 
Environmental  Sciences  to  the  Montana 
Health  Care  Authority,  where  it  can  be 
integrated  with  the  Authority's  broader 
data  collection  and  analysis,  health 
planning  and  public  participation 
activities; 

The  Authority  will  seek  sufficient 
funding  from  the  legislature  to  operate 
the  CON  program  in  an  effective  manner 
and  also  seek  ways  of  streamlining  the 
program's  procedural  aspects  to  improve 
its  efficiency; 

The  review  requirements  and  thresholds 
of  the  existing  CON  program  would  be 
maintained,  although,  to  the  extent 
appropriate,  improvements  in  existing 
methodologies  should  be  explored  and 
recommended.  For  example,  the 
Authority  will  consider  incorporating  the 
state's  current  need  methodology  for 
nursing  home  beds  in  a  broader  strategy 
that  seeks  to  provide  for  an  appropriate 
continuum  of  long-term  care  services  and 
that  integrates  the  nursing  home  bed  need 
methodology  with  those  for  other  long- 
term  care  alternatives;  and 

While  CON  review  requirements  would 
not  be  extended  to  services  and  settings 
to  which  it  does  not  now  apply  (i.e., 
most  hospital  services,  expensive  medical 
technologies  or  equipment  purchased  by 
hospitals  or  private  physicians),  in  the 
future  providers  would  be  required  to 
notify  the  appropriate  regional  health 
care  planning  board  of  any  non-CON- 
reviewable  capital  project,  purchase  of 
major  medical  equipment,  or 
establishment  of  a  new  service  or 
discontinuation  of  an  existing  service. 


The  purpose  of  this  new  requirement 
would  be  to  ensure  that  the  regional 
health  care  planning  boards  are  kept 
informed  of  major  changes  in  health  care 
resources  within  their  boundaries  and  to 
promote  community  awareness  and 
discussion  of  health  care  resource 
decisions  that  affect  not  only  the 
availability,  but  also  the  cost  of  health 
care  within  their  region  and  within  the 
state. 

Medical  malpractice  and  defensive 
medicine  reform  measures.  In  developing 
the  universal  access  plans,  SB  285  called 
upon  the  Authority  to  examine  the  issue  of 
defensive  medicine  and  to  develop 
appropriate  recommendations  to  reduce  its 
cost.  Defensive  medicine  occurs  when 
health  care  providers  order  tests, 
procedures,  or  visits  or  when  they  avoid 
high  risk  patients  or  procedures  primarily 
(but  not  necessarily  solely)  because  of 
concerns  about  malpractice  litigation. 

As  this  definition  indicates,  the  practice  of 
defensive  medicine  can  have  both  access  and 
cost  implications.  With  respect  to  the  cost 
impact  of  defensive  medicine,  the  Authority 
reviewed  information  placing  the  nationwide 
cost  of  defensive  medicine  in  1989  as  high 
as  $15.1  billion.  However,  methodological 
problems  make  it  extremely  difficult  to 
accurately  calculate  the  true  costs  of 
defensive  medicine.  A  recent  study  by  the 
U.S.  Office  of  Technology  Assessment 
concludes  that  the  evidence  implies  that 
defensive  medicine  is  "neither  a  trivial  nor 
a  major  contributor  to  health  care  costs". 

Specifically,  the  statute  required  the 
Authority  to  examine  the  possible  effects  of 
both  practice  protocols  and  tort  reform  on 
controlling  the  practice  of  defensive 
medicine  and  the  costs  associated  with  it. 
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Practice     protocols.  The     Authority 

commissioned  a  study  of  the  potential  role 
that  practice  guidelines  could  play  in 
reducing  the  incidence  of  defensive 
medicine.  That  study  examined  initiatives 
underway  in  several  states  that  provide  for 
special  treatment  of  certain  practice 
parameters  when  they  are  introduced  as 
evidence  into  medical  malpractice  cases. 

While  the  Authority  recognized  the  potential 
role  that  practice  protocols  could  play  in 
reducing  the  practice  of  defensive  medicine, 
it  also  recognized  that  the  development  of 
guidelines  can  be  quite  expensive  and  that 
the  initiatives  underway  in  other  states  are 
too  new  to  be  evaluated.  For  these  reasons, 
the  Authority  deferred  making  a 
recommendation  concerning  the  formal 
introduction  of  practice  protocols  as 
evidence  in  medical  malpractice  cases  until 
such  time  as  information  evaluating  the 
impact  of  such  initiatives  in  other  states  is 
available.  Representatives  from  both  the 
Montana  Trial  Lawyers  Association  and  the 
Montana  Medical  Association  provided 
comments  to  the  Authority  that  were 
consistent  with  this  position. 

Tort  reform.  SB  285  charged  the  Authority 
with  studying  tort  reform  measures  related 
to  medical  malpractice,  including:  (1) 
limitations  on  the  amount  of  noneconomic 
damages;  (2)  mandated  periodic  payments  of 
future  damages;  and  (3)  reverse  sliding  scale 
limits  on  contingency  fees.  The  Authority 
was  also  authorized  to  consider  changes  in 
the  Montana  Medical  Legal  Panel  Act. 

Before  undertaking  its  own  in-depth  study  of 
these  matters,  the  Authority  considered  it 
appropriate  to  closely  examine  the  work  and 
review  the  recommendations  of  the 
legislature's  Joint  Interim  Subcommittee  on 
Insurance  Issues.  The  subcommittee, 
charged    by    the     1993    legislature    with 


studying  medical  malpractice  problems  and 
possible  tort  reform  measures,  adopted  two 
recommendations  after  a  thorough 
examination  of  these  issues:  (1)  a  measure 
which  would  clarify  "applicable  statutes  of 
limitations  related  to  medical  malpractice 
claims";  and  (2)  revisions  to  the  Medical 
Legal  Panel  Act  requiring  that  "upon 
request,  the  panel  articulate  the  reasoning 
and  basis  for  a  decision";  and  "requiring 
mandatory,  nonbinding  mediation  for  an 
affirmative  panel  decision". 

After  extensive  consideration  of  its  charge 
and  the  subcommittee  proposals,  the 
Authority  chose  to  pursue  the  following 
course:  first,  to  more  thoroughly  consider 
the  recommendations  of  the  joint 
subcommittee;  second,  to  examine  the 
available  medical  malpractice  claims  data 
and  information  more  extensively;  third,  to 
further  consider  during  subsequent  Authority 
meetings  the  options  available  with  regard  to 
limiting  noneconomic  damages,  mandatory 
periodic  payments,  and  imposing  reverse 
sliding  scale  limits  on  contingency  fees;  and 
finally,  to  include  in  the  development  of  its 
unified  health  care  data  base  the  provision 
for  medical  malpractice  claims  data. 

Antitrust  issues.  In  addition  to  addressing 
the  practice  of  defensive  medicine,  SB  285 
also  charged  the  Authority  with  examining 
the  effects  of  both  federal  and  state  antitrust 
laws  on  the  efficient  operation  of  Montana's 
health  care  system.  This  requirement  was 
based  on  the  assumptions  that  competition  in 
the  health  care  industry  can  often  result  in 
cost  increases  rather  than  cost  constraint, 
and  that  collaboration  and  cooperation 
among  providers  can,  under  certain 
circumstances,  improve  patient  care  and 
reduce  inefficiencies. 

Towards  this  end,  the  legislation  also 
contains  provision  for  the  establishment  of  a 
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cooperative  agreement  process  designed  to 
certify  joint  venture  and  other  collaborative 
activities  between  and  among  providers  if 
those  activities  can  be  shown  to  have  a 
positive  impact  on  restraining  the  growth  of 
health  care  costs.  One  of  the  features  of 
this  process  is  provision  for  state  action 
immunity  from  federal  antitrust  regulations. 
The  Authority  is  currently  engaged  in 
implementing  the  cooperative  agreements 
process. 

With  regard  to  other  antitrust  issues, 
research  suggests  that  very  few  —  about  4 
percent  —  collaborative  efforts  among 
providers,  especially  hospital  mergers,  are 
challenged  by  federal  antitrust  regulators. 
There  have  been  instances  in  the  past  few 
years  however,  where  rulings  by  federal 
regulators  have  sent  conflicting  signals  to 
the  health  care  industry.  In  response,  the 
Authority  recently  requested  that  Congress 
enact  legislation  designed  to  bring  greater 
consistency  to  antitrust  regulatory  actions  in 
the  health  care  industry. 

Another  antitrust  measure  which  the 
Authority  considered  was  the  possibility  of 
extending  state  action  immunity  beyond  the 
cooperative  agreements  process.  After 
discussion,  it  was  decided  to  obtain  more 
experience  with  the  cooperative  agreements 
process  before  moving  in  this  direction. 

Regulatory  alternatives  to  cost 
containment.  Should  health  care  costs 
exceed  the  1999  target  specified  in  SB  285, 
the  Authority  has  determined  that  it  should 
focus  its  subsequent  enforcement  efforts  first 
on  those  services  covered  under  the  uniform 
benefit  packages  provided  for  under  the 
alternative  universal  access  plans.  The 
Authority  should  undertake  the  development 
and  utilization  of  appropriate  analytical 
capabilities  and  protocols  to  enable  it  to  first 
of  all  determine  the  reasons  for  any  failure 


to  meet  die  cost  containment  target  and 
secondly,  develop  an  appropriate  strategy 
for  meeting  the  target  in  the  future.  The 
types  of  regulatory  cost  containment 
measures  that  could  be  considered  to  control 
the  cost  of  these  benefit  packages  could 
include: 

■  The  establishment  of  binding  caps  on 
annual  health  insurance  premium 
increases;  and/or 

■  The  implementation  of  fee  schedules  for 
health  care  practitioner  services  and 
either  fee  schedules  or  approved 
institutional  budgets  that  would  be  used 
for  provider  reimbursement  purposes. 
These  rates  would  be  set  at  levels  that 
would  result  in  increases  in  expenditures 
for  the  uniform  benefit  packages  not 
exceeding  allowable  rates  of  growth. 

The  Authority  is  aware  that  if  rate  setting 
systems  are  to  be  used  as  cost  containment 
mechanisms  in  the  event  that  health  care 
cost  increases  exceed  SB  285 's  cost 
containment  target  in  1999  or  subsequent 
years,  the  foundations  of  these  systems  must 
be  in  place  prior  to  the  time  that  the 
expenditure  limits  are  exceeded.  For  this 
reason,  the  state  must  begin  now  to  develop 
the  reimbursement  systems  that  would  be 
used  as  fall  back  cost  containment 
mechanisms  if  voluntary  efforts  are 
unsuccessful.  The  Authority  notes  that,  if 
necessary,  rather  than  design  completely 
new  systems,  it  may  be  more  appropriate  to 
strengthen  the  cost  containment  potential  of 
existing  rate  review  efforts  within  the  state. 
The  Authority  therefore  recommends 
assessing  the  desirability  of  strengthening 
the  operations  of  the  Montana  Hospitals 
Rate  Review  System,  perhaps  by  requiring 
all  Montana  hospitals  to  submit  data  to  the 
system.  In  the  event  that,  beginning  in  the 
year      1999      or      thereafter,      allowable 
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expenditure  increases  are  exceeded,  the 
Authority  also  recommends  exploring  the 
feasibility  of  having  the  review  system's 
current  voluntary  compliance  process 
convert  to  a  mandatory  one. 

At  the  same  time  that  these  benefit  package 
related  costs  are  being  brought  under 
control,  data  from  the  comprehensive  health 
care  data  base  will  be  critical  to  an  effective 
analytical  approach  to  identifying  the  factors 
behind  excessively  high  cost  increases 
associated  with  health  care  services  that  are 
not  included  in  these  benefit  packages. 
Based  upon  the  nature  of  the  services  and 
the  cost  problems  that  are  identified, 
appropriate  cost  containment  strategies  to 
address  these  problems  (e.g.,  the 
development  of  fee  schedules  for  services 
whose  prices  have  increased  rapidly  or 
stronger  utilization  of  review  standards  for 
services  that  are  overutilized)  would  then  be 
developed  and  implemented. 
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VI.       DELIVERY  SYSTEM  AND 
INFRASTRUCTURE 

Several  other  issues  that  have  a  potentially 
important  impact  on  the  availability, 
accessibility  and  quality  of  care  are 
discussed  in  further  detail  below.  They 
include: 

■  The  need  to  establish  a  comprehensive 
health  care  information  data  base; 

■  Efforts  to  strengthen  the  state's  health 
care  delivery  system; 

■  Efforts  to  improve  Montana's  public 
health  system; 

■  Consideration  of  the  health  care  access 
and  coverage  needs  of  college  and 
university  students; 

■  Efforts  to  increase  the  number  of 
primary  care  physicians  in  Montana;  and 

■  The  desirability  of  regulatory  reform. 

The  importance  of  a  unified  health  care 
data  base.  With  respect  to  a  global 
budgeting  process,  the  Authority  recognized 
that  it  will  be  impossible  to  accurately 
measure  the  extent  to  which  the  expenditure 
goals  reflected  in  the  global  budget's  target 
growth  rate  are  being  met  without  the 
establishment  of  a  comprehensive  health 
care  data  base  such  as  the  unified  health 
care  data  base  called  for  in  SB  285.  The 
Authority  considers  the  establishment  of  a 
data  base  to  be  one  of  the  highest  priority 
projects.  It  will  provide  essential,  accurate, 
timely,  and  Montana-specific  information 
about  the  level  and  nature  of  health  care 
spending.  The  Authority  notes  that,  given 
what  a  significant  and  complex  undertaking 
the  development  of  such  a  data  base 
represents,  its  development  must  begin  as 


soon  as  possible  if  it  is  to  be  used  to 
monitor  and  ensure  compliance  with  the 
1999  expenditure  targets. 

Strengthening  the  health  care  delivery 
system.  The  Authority  recognizes  that  to 
truly  achieve  the  goal  of  providing  all 
Montanans  with  access  to  needed  care, 
efforts  directed  at  providing  universal 
coverage  and  controlling  costs  must  be 
coupled  with  strategies  to  strengthen  the 
infrastructure  of  the  state's  current  health 
care  delivery  system  and  to  address  the 
resource  shortages  and  maldistributions  that 
exist  within  the  state.  To  this  end,  the 
following  developments  should  be 
encouraged  within  the  state's  delivery 
system: 

■  Increased  administrative  efficiencies; 

■  Appropriate  collaboration  and/or 
consolidation  among  providers  in  a  given 
geographic  area  within  the  state; 

■  Increased  linkages  among  rural  providers 
as  well  as  between  rural  providers  and 
specialty  care  systems; 

■  Integration  of  the  current  system  with 
other  separate  delivery  systems  (such  as 
the  Veterans  Affairs  systems,  Medicaid, 
Medicare,  the  Indian  Health  Service, 
CHAMPUS,  and  military  health  care 
system)  where  appropriate; 

■  Expansion  of  managed  care  activities 
within  the  state,  as  long  as  standards  are 
established  to  ensure  that  such  managed 
care  systems  provide  quality  care  and 
do  not  inappropriately  constrain 
individuals'  access  to  needed  services  or 
providers'  ability  to  deliver  such 
services; 
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■  Promotion  of  competition  among  health 
plans  in  areas  of  the  state  where  this  is 
feasible; 

■  Reorientation,  conversion,  or  possibly 
even  the  closure  of  underutilized 
facilities,  as  long  as  such  changes  are 
made  with  local  and  regional  input  and 
are  made  in  the  context  of  a  coordinated 
health  resources  management  plan  that 
identifies  the  implications  of  such 
changes  on  the  long-run  objectives  of  the 
system;  and 

■  Expanded  and  more  efficient  use  of  mid- 
level  practitioners,  as  long  as  such  efforts 
are  undertaken  in  the  context  of  a 
broader  plan  that  coordinates 
development  of  all  levels  of  health  care 
providers. 

As  part  of  the  overall  administrative  and 
planning  infrastructure  authorized  by  SB 
285,  five  regional  health  care  planning 
boards  have  been  established  and  given  the 
responsibility  for  the  development  of 
regional  health  care  resource  management 
plans  that  will  help  guide  the  appropriate 
allocation  of  health  care  resources  within 
each  region.  These  regional  plans  have 
been  aggregated  into  a  statewide  health  care 
resources  management  plan  which  in  turn 
can  assist  in  understanding  health  care  needs 
and  targeting  additional  resources  throughout 
the  state. 

Public  health  improvements.  Health  care 
reform  must  bring  about  important  changes 
in  our  health  care  financing  and  delivery 
system  in  order  to  improve  the  affordability 
and  availability  of  needed  health  care 
services.  However,  changes  made  to  the 
health  care  financing  and  delivery  system 
alone  will  not  be  sufficient  to  maintain  and 
improve  the  health  status  of  the  state's 
population.  Indeed,      many     of     the 


improvements  in  health  status  that  have  been 
achieved  over  the  years  have  come  as  the 
result  of  public  health  improvements,  such 
as  the  provision  of  safe  drinking  water,  the 
control  of  communicable  diseases,  etc.  To 
ensure  that  the  health  of  all  Montanans 
continues  to  improve  in  future  years,  it  is 
essential  that  medical  care  system  reform  be 
coupled  with  a  commitment  to  maintain  and 
strengthen  public  health-oriented  efforts. 

For  these  reasons,  the  Authority  supports 
the  inclusion  and  funding  of  a  strong  public 
health  system  component  as  an  integral  part 
of  either  universal  access  plan.  The 
following  core  public  health  functions  and 
activities  must  be  included  as  part  of  any 
health  care  reform  strategy  adopted  by  the 
state: 

■  Health  assessment; 

■  Policy  development; 

■  Health  education  and  promotion; 

■  Outreach; 

■  Quality  assurance;  and 

■  Outcome  monitoring. 

It  is  within  this  context  that  the  Authority 
agreed  to  support  a  proposal  developed  by 
the  Montana  Committee  on  Improving 
Public  Health  to  strengthen  Montana's 
public  health  system.  The  two-fold  initiative 
first  offers  to  assist  in  the  better  use  of 
health  status  data  for  local  and  regional 
health  planning  purposes.  Second,  it 
proposes  to  create  a  process  to  examine, 
standardize  and  bolster  the  public  health 
infrastructure  across  the  state. 

Student  health  services.  College  and 
university  students  comprise  a  population  in 
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Montana  with  somewhat  unique  health  care 
needs.  Montanans  between  the  ages  of  18 
and  24  bear  the  highest  risk  of  not  having 
health  coverage  and  those  enrolled  in  the 
higher  education  system  are  often  unable  to 
afford  either  health  insurance  or  basic  health 
care  services.  In  response  to  these 
problems,  the  Montana  Board  of  Regents 
submitted  two  recommendations  to  the 
Authority:  (1)  that  the  Authority  specifically 
address  the  health  care  needs  of  all  college 
students;  and  (2)  that  the  Authority  take  care 
to  preserve  the  best  features  of  the  current 
student  health  care  facilities  and  student 
wellness  programs.  In  response,  the 
Authority  expressed  its  support  for 
university  campus  health  programs  and  is 
convinced  that  both  the  single  payer  and 
regulated  multiple  payer  alternatives 
described  in  this  report  will  provide 
adequate  health  insurance  coverage  for 
university  students  in  Montana. 


efficient  operation  of  the  system.  Often 
confusing  and  contradictory  requirements 
enforced  by  multiple  agencies  at  both  the 
federal  and  state  levels  can  and  do  result  in 
unnecessary  cost  increases  and  inefficient 
operations  by  both  individual  and 
institutional  providers.  The  Authority 
therefore  believes  that  regardless  of  which 
approach  to  reform  is  selected  by  the 
legislature,  reform  of  the  regulatory  system 
is  essential.  These  reforms  should  entail 
consolidation  of  regulatory  functions 
wherever  possible  into  the  hands  of  a  single 
state  agency  and  the  identification  and 
elimination  of  confusing  and  contradictory 
regulations. 


Primary  care.  The  Authority  recognizes 
that  many  of  Montana's  health  care  access 
problems,  especially  in  rural  areas,  cannot 
effectively  be  addressed  without  more 
primary  care  physicians.  The  Authority 
believes  that  one  particularly  effective  means 
of  increasing  the  number  of  primary  care  (or 
family  practice)  physicians  in  Montana  will 
be  the  establishment  and  implementation  of 
the  new  family  practice  residency  program 
enacted  during  the  1993  legislative  session. 
The  governor  and  the  legislature  are 
therefore  encouraged  to  provide  necessary 
funding  to  support  the  ongoing  development 
and  maintenance  of  this  program  so  that  it 
can  realize  its  potential  for  improving  the 
number  of  primary  care  providers  in  the 
state. 

Regulatory  reform.  The  current  approach 
to  regulation  of  the  health  care  system  by 
both  federal  and  state  governments  can  serve 
as   an    impediment   to   the   effective   and 
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VII.     COST  ESTIMATES 

The  Authority's  consultants  prepared 
estimates  of  health  care  spending  in 
Montana  under  three  different  scenarios:  (1) 
with  no  health  care  reform  plan 
implemented;  (2)  with  full  implementation 
of  the  single  payer  plan;  and  (3)  with  full 
implementation  of  the  regulated  multiple 
payer  universal  access  plan. 

No  reform  scenario.  With  neither  reform 
plan  implemented,  health  care  spending  in 
Montana  is  projected  to  increase  from  its 
current  level  of  roughly  $2.1  billion  in  1994 
to  $2.57  billion  in  1996  to  over  $5.4  billion 
in  the  year  2005.  For  the  sake  of 
consistency,  the  growth  in  private  health 
insurance  payments  are  based  upon 
projections  developed  by  the  Authority's 
actuaries  plus  a  factor  for  population 
growth.  Projections  for  other  health  care 
expenditures  are  based  upon  estimates  of 
future  health  care  expenditure  growth, 
adjusted  to  reflect  the  historical  differences 
in  the  Montana  expenditure  trends  and  the 
national  growth  rate. 

Single  payer  scenario.  Under  the  single 
payer  plan,  which  would  provide  universal, 
comprehensive  coverage  and  establish 
overall  limits  on  health  care  spending  by 
1999,  total  health  care  spending  in  the  state 
would  initially  be  higher  than  in  the  absence 
of  reform.  For  example,  in  1996,  the  first 
year  of  operation  of  the  single  payer  plan, 
total  health  care  spending  statewide  is 
projected  to  be  approximately  $2.59  billion, 
or  roughly  $17.5  million  more  than  it  would 
be  under  the  present  system.  It  should  be 
noted  that  this  net  increase  in  overall  health 
care  spending  reflects  the  combined  effect  of 
increased  spending  associated  with  extending 
coverage  for  many  currently  uninsured 
Montanans  and  the  offsetting  savings 
associated  with  administrative  efficiencies 


and  other  anticipated  economies  expected  to 
occur  as  a  result  of  the  overall  reform 
strategy  including,  for  example,  increased 
price  competition  in  certain  areas  of  the 
state  and  improved  systems  integration. 

However,  by  the  year  2005,  total  statewide 
spending  under  the  single  payer  plan  is 
estimated  to  be  $4.8  billion,  over  $540 
million  lower  than  it  would  be  without 
reform.  This  is  due  in  large  measure  to  the 
establishment  of  SB  285 's  annual  limits  on 
the  growth  in  spending  for  the  services 
covered  under  the  uniform  benefit  package. 
These  limits  are  scheduled  to  take  effect  in 
1999.  Their  projected  effect  is  to  reduce  the 
growth  in  these  expenditures  from  a 
projected  annual  growth  rate  of  between  7 
percent  and  9  percent  to  a  figure  that 
reflects  the  average  annual  growth  in  the 
gross  domestic  product.  This  target  growth 
rate  is  projected  to  be  approximately  5.75 
percent. 

It  should  be  noted  that  if  enforced 
expenditure  limits  were  to  be  applied  to  all 
health  care  spending  in  the  state,  future 
annual  cost  savings  would  be  even  greater. 
However,  in  the  absence  of  federal  waivers, 
the  ability  of  the  state  to  directly  influence  a 
number  of  important  health  care  programs 
(i.e.,  Medicare,  Medicaid,  VA,  IHS, 
CHAMPUS,  and  the  military  health  care 
system)  is  extremely  limited.  Further,  the 
issue  of  long-term  care,  another  major  cost 
component,  is  not  scheduled  to  be  addressed 
until  1996.  Because  of  these  factors  it  was 
considered  inappropriate  to  include  these 
additional  savings  in  the  cost  projections  at 
this  time. 

Regulated  multiple  payer  scenario.  Under 
the  multiple  payer  plan,  which  would 
require  all  Montanans  to  have  a  minimal 
level  of  health  care  coverage  and  would  also 
establish  limits  on  the  growth  in  statewide 
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Table  4 

PROJECTE 

D  STATEWIDE  HEALTH  CA1 
MTANA  WITH  NO  HEALTH  ( 
[TFRNATTVF  witai  th  pap 

IE  EXPEND 

rruRES 

RM 
SCFNARIOS 

UN  MUf 
AND  UNDER  A] 

^AivL  KlLrvJ 

E REFORM 

19 

96  AND  2005 

1996 

2005 

NO 
REFORM 

SINGLE 

PAYER 

PLAN 

MULTD7LE 

PAYER 

PLAN 

NO 
REFOl 

SINGLE             Ml 

JLTD?LE 
YER 

AN 

RM 

PAYER               PA 
PLAN                 PL 

Premiums  &  Self- 
Funded  Plan 
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$826.7 

$823.0 

$1,946.7 

$1,575.9 

Premium  Subsidies 

$187.5 

Single  Payer  Plan 
Expenditures 

$1,124.0 

$2,072.0 

Out-of-Pocket 
Expenditures 

$503.0 

$418.8 

$427.7 

$1005.0 

$727.1 

$854.5 

Medicaid 

$348.7 

$174.4 

$382.7 

$696.7 

$348.4 

$764.5 

Medicare 

$460.9 

$460.9 

$460.9 

$920.7 

$920.7 

$920.7 

IHS 

$122.5 

$122.5 

$122.5 

$244.8 

$244.8 

$244.8 

VA 

$52.7 

$52.7 

$52.7 

$105.3 

$105.3 

$105.3 

Active  Duty  Military 
&  CHAMPUS 

$24.2 

$24.2 

$24.2 

$48.3 

$48.3 

$48.3 

Worker's  Comp  & 

Automobile 

Insurance 

$107.2 

$107.2 

$107.2 

$214.2 

$214.2 

$214.2 

Other  Private 
Sources 

$84.3 

$84.3 

$84.3 

$168.4 

$168.4 

$168.4 

Other  Federal,  State 
&  Local  Spending 

$40.1 

$18.8 

$40.1 

$80.0 

$37.6 

$80.0 

TOTAL 

$2,570.3 

$2,587.8 

$2,623.0 

$5,430.1 

$4,886.8 

$5,164.1 

health  care  spending,  initial  overall  spending 
levels  would  be  about  $52.6  million  higher 
than  they  would  be  in  the  absence  of 
reform.  This  reflects  the  increased  costs 
associated  with  previously  uninsured  persons 
being  covered  by   the   minimum  benefits 


package,  offset  by  the  aggregate  effect  of  a 
one-half  percentage  point  decline  in  the 
growth  rate  of  premium  levels  due  to  other 
reform  efforts.  However,  by  the  year  2005, 
the  effect  of  the  expenditure  limits  and  other 
reform  measures  would  be  to  bring  total 
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health  care  spending  in  the  state  down  to 
$5.16  billion,  $266  million  less  than 
projections  for  the  current  system  without 
universal  coverage.  Figure  7  provides  a 
comparison  of  the  cost  trends  from  1996 
through  2005  of  no  reform,  single  payer, 
and  multiple  payer  scenarios,  while  Table  5 
provides  a  comparative  analysis  of  the 
relative  costs  of  the  benefit  packages  under 
the  single  and  multiple  payer  alternatives. 


initially  brought  into  the  single  payer  plan  — 
the  Medicare  and  the  American  Indian 
populations  —  because  of  the  anticipated 
difficulty  in  getting  federal  approval  and 
because  of  the  need  to  negotiate  with  the 
sovereign  tribes.  After  adjusting  for 
inflation,  first  year  costs  of  covering  these 
individuals  under  the  tax-financed  single 
payer  plan  are  projected  to  be  $1,124 
billion. 


Figure  7. 
COST  PROJECTIONS 


1996  2000  2006 

I  without  REFORM       £13  SINGLE  PAYER       ESBmULTIPLE  PATER 


Distributional  impacts.  While  these  figures 
indicate  that  the  net  impact  of  the  universal 
access  plans  on  total  health  care  spending  in 
Montana  is  not  overwhelming,  particularly 
in  the  early  years,  the  distributional  impact 
of  these  reforms  —  that  is,  how  they  affect 
who  pays  for  health  care  —  is  quite 
significant. 

This  is  particularly  true  with  respect  to  the 
single  payer  plan.  As  described  earlier  in 
this  report,  the  per  capita  cost  of  benefits 
provided  to  persons  covered  under  the  single 
payer  plan  is  estimated  to  be  between  $134 
to  $142  per  month  for  adults  and  $67  to  $71 
per  month  for  children.  In  1996,  the  first 
year  in  which  the  program  would  be 
operational,  roughly  665,000  Montanans  are 
expected  to  be  covered  by  the  program. 
This  number  represents  the  state's  estimated 
total    population    less    those    groups    not 


Clearly  the  financing  of  such  a  large  tax- 
supported  program  would  require  a 
significant  increase  in  state  tax  revenues 
(possible  sources  of  these  additional 
revenues  are  discussed  in  Section  VIII  of 
this  report).  However,  to  put  this  cost 
figure  in  proper  context  it  is  important  to 
realize  that,  while  the  establishment  of  such 
a  program  will  result  in  a  significant 
increase  in  tax-based  health  expenditures, 
these  increases  will  be  offset  by  eliminating 
the  need  for  Montana  businesses  and 
individuals  to  purchase  similar  health  care 
coverage  on  their  own.  For  example,  in 
1996,  the  presence  of  the  single  payer  plan 
would  result  in  an  offset  of  slightly  more 
than  $1  billion  in  eliminated  private 
insurance  payments  and  reductions  in 
expenditures  under  certain  public  health  care 
programs.  The  bulk  of  these  savings  — 
approximately  $775  million  —  is  estimated  to 
be  health  insurance  premiums  that  would 
have  been  made  by  Montana  businesses  and 
families.  Out-of-pocket  payments  would 
also  be  reduced  under  the  single  payer  plan 
by  $85  million  in  1996  as  previously 
uninsured  and  underinsured  persons  have  a 
greater  portion  of  their  out-of-pocket 
expenses  covered  by  the  uniform  benefit 
package. 

In  contrast  to  the  single  payer  plan,  the 
distributional  effects  of  the  multiple  payer 
plan  are  much  less  significant,  although  they 
do  exist.    For  example,  under  the  multiple 
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payer  plan  in  1996,  approximately  87,000 
Montanans  would  receive  public  premium 
subsidies  or  new  Medicaid  coverage  at  a 
cost  to  the  state  of  roughly  $107  million. 

Nearly  three-quarters  of  the  low  income 
persons  receiving  this  subsidized  coverage 
would  otherwise  have  been  uninsured,  and 
therefore  these   new  public    expenditures 


would  either  replace  out-of-pocket  expenses 
incurred  or  uncompensated  care,  or 
represent  new  expenditures.  However, 
because  roughly  one-quarter  of  the  persons 
receiving  the  subsidized  coverage  are 
expected  to  have  had  either  individual  or 
employer- funded  coverage,  a  portion  of  the 
public  subsidies  will  replace  private 
premium  payments. 


Table  5 

Monthly 

Per  Capita  Cost  Estimates  For  Single 
and  Multiple  Payer  Plans 

ingle  Payer 
Coverage 

Single  Payer 

Multiple  Payer 

Multiple  Payer 
Out-of-Pocket 

S 

Xla 

Out-of-Pocket 

Premium  Cost 

DCkicin  jrauivagc 

1994 

$127 

$19 

$96 

$28 

1995 

$142 

$21 

$107 

$32 

1996 

$139 

$21 

$105 

$31 

1997 

$152 

$22 

$114 

$33 

1998 

$164 

$23 

$123 

$34 

1999 

$175 

$23 

$130 

$36 

2000 

$184 

$24 

$137 

$37 

2005 

$241 

$27 

$177 

$43 
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VHI.    FINANCING  OPTIONS 

Assumptions.  The  Authority's  consultants 
have  developed  estimates  of  new  tax 
revenues  necessary  to  support  the  additional 
costs  that  the  state  would  incur  under  the 
single  payer  and  the  multiple  payer  plans. 
Among  the  key  assumptions  used  in 
developing  these  estimates  are  the  following: 

■  State  and  federal  dollars  that  currently 
support  the  state  employee  health  benefit 
program  and  the  acute  care  portion  of  the 
Medicaid  program  would  remain  in  the 
system  and  be  used  to  support  the  new 
single  payer  system. 

■  The  costs  associated  with  both  the  single 
payer  plan  and  the  public  subsidy  portion 
of  the  multiple  payer  plan  will  increase 
more  rapidly  over  time  than  the  state's 
tax  bases. 

■  Any  new  state  revenues  generated  to 
support  the  universal  access  plans  would 
be  directed  to  a  dedicated  trust  fund  and 
any  surplus  that  accrues  will  be 
reinvested  in  the  fund. 

■  Revenues  generated  would  also  provide 
for  the  collection  of  a  4  percent 
contingency  fund  each  year  that  becomes 
part  of  the  trust  fund. 

■  Projections  of  fund  balances  through  the 
year  2005  will  not  show  any  deficits. 

Required  new  revenues.  Based  on  these 
assumptions,  it  is  estimated  that  the  state 
would  have  to  generate  new  revenues  equal 
to  roughly  $1  billion  in  1996  (with 
collections  actually  beginning  in  the  last 
month  of  1995)  in  the  first  year  of  the  single 
payer  plan  and  increasing  by  roughly  4 
percent  per  year  thereafter  for  the  trust  fund 
to  remain  solvent  through  the  year  2005. 


New  revenues  of  approximately  $130 
million  in  1996  would  be  needed  to  support 
the  additional  public  expenditures  under  the 
multiple  payer  plan,  assuming  roughly  a  4 
percent  annual  growth  in  revenues 
thereafter. 

Sources  of  tax  revenues.  In  compliance 
with  the  requirements  of  SB  285,  the 
Authority  examined  a  number  of  alternative 
combinations  of  new  taxes  that  would 
generate  the  additional  revenues  necessary  to 
support  both  the  single  payer  and  the 
regulated  multiple  payer  plans. 

Summaries  of  these  alternative  financing 
scenarios,  which  are  presented  here  for 
illustrative  purposes  only,  are  presented  in 
Tables  6  through  10:  Tables  6  and  7 
present  alternative  financing  strategies  for 
the  single  payer  plan,  while  Tables  8 
through  10  present  options  for  the  multiple 
payer  plan. 

Single  payer  financing  options.  Financing 
Option  A  for  the  single  payer  plan,  shown 
in  Table  6,  would  generate  new  revenues  by 
increasing  the  effective  (or  average)  state 
personal  income  tax  rates  from  6  percent  to 
1 3  percent  by  either  increasing  marginal  tax 
rates  and/or  closing  existing  loopholes  in  the 
tax  base.  It  would  also  add  an  additional 
7.3  percent  payroll  tax  on  all  Montana 
employers,  except  the  self-employed  but 
including  the  federal  government.  (Federal 
approval  would  be  required  to  include  it  in 
the  tax  base.)  Finally,  it  would  double  the 
effective  tax  rate  on  a  number  of  "sin"  taxes 
(tobacco  and  alcohol  products),  mineral 
taxes,  the  gaming  tax,  and  the  state's 
accommodations  tax. 

Financing  Option  B,  found  in  Table  7, 
represents  a  variation  on  the  strategy  in 
Option  A.  It  increases  the  effective  personal 
income  tax  rate  to  9  percent,  rather  than  13 
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percent,  but  would  add  an  additional  9.9 
percent  payroll  tax  on  all  employers 
(including    the    self-employed).  While 

option  B  also  doubles  mineral  taxes,  it 
triples  the  "sin"  tax  rate  and  the  gaming  and 
accommodations  taxes. 

Regulated  multiple  payer  financing 
options.  Tables  8  through  10  present 
alternative  scenarios  for  financing  the 
additional  state  costs  associated  with  the 
regulated  multiple  payer  plan.  Option  A, 
presented  in  Table  8,  would  generate  about 
40  percent  of  the  required  revenue  by 
increasing  from  6  percent  to  6.9  percent  the 
effective  (or  average)  tax  rate  for  the  state 
personal  income  tax.  This  could  be 
accomplished  by  increasing  the  marginal  tax 
rates  and/or  closing  existing  loopholes  in  the 
tax  base.  A  0.41  percent  employer  payroll 
tax  would  generate  another  $27.1  million. 
Nearly  a  third  of  new  revenues  would  come 
from  increases  in  "sin"  tax  rates,  while  the 
remainder  of  the  revenues  would  come  from 
expanding  the  state  health  insurance 
premium  tax  to  include  premiums  from 
health  service  corporations,  which  are 
currently  exempt. 

Option  B,  shown  in  Table  9,  is  similar  to 
Option  A  in  that  it  would  increase  "sin"  tax 
rates.  However,  the  bulk  of  its  revenues  are 
derived  from  increases  of  0.275  percent  in 
both  the  employer  and  employee  payroll  tax 
rates  and  an  increase  in  the  corporate 
income  tax  rate  to  10.75  percent.  Under  this 
scenario,  personal  income  tax  rates  are  not 
increased  and  health  insurance  premium  tax 
is  not  extended  to  health  service 
corporations. 

Finally,  Option  C,  presented  in  Table  10, 
would  generate  the  bulk  of  its  new  revenues 
from  increases  in  personal  income  tax 
collections.  "Sin"  tax  rates  also  are 
increased,  but  to  a  lesser  degree  than  under 


the  other  options,  and  health  insurance 
premiums  paid  to  health  service  corporations 
would  be  subject  to  the  state  premium  tax. 
This  option  however,  does  not  provide  for 
any  increases  in  payroll  taxes. 

It  should  be  noted  that  one  financing  option 
that  the  Authority  discussed  but  did  not 
reach  a  conclusion  was  the  possibility  of 
establishing  some  form  of  a  "pay-or-play" 
requirement.  This  would  provide  a 
disincentive  for  businesses  to  drop  health 
care  coverage  for  their  workers  by 
establishing  a  new  payroll  tax  from  which 
employers  providing  coverage  for  their 
workers  would  be  exempt. 

It  also  should  again  be  emphasized  that  it  is 
the  Authority's  intention  that  the 
establishment  of  an  individual,  rather  than 
an  employer,  health  care  coverage  mandate 
under  its  multiple  payer  plan  not  result  in  an 
erosion  of  employer- funded  coverage.  One 
of  the  important  uses  of  the  proposed  unified 
health  care  data  base  will  be  to  monitor  any 
changes  in  the  prevalence  of  employer- 
funded  coverage.  If,  under  the  multiple 
payer  plan,  a  significant  decline  in 
employer-funded  coverage  is  found  to  occur 
in  subsequent  years,  the  Authority  believes 
it  would  be  appropriate  to  convert  either  its 
small  (or  no)  across-the-board  increases  in 
payroll  tax  rates  to  some  form  of  "pay  or 
play"  requirement.  This  would  provide  a 
disincentive  for  businesses  to  drop  health 
care  coverage  for  their  workers  by 
establishing  a  higher  payroll  tax  (perhaps  in 
the  range  of  8  percent  or  9  percent)  from 
which  employers  who  do  provide  coverage 
for  their  workers  would  be  exempt. 
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Table  6. 
POSSIBLE  SOURCES  OF  NEW  REVENUES  TO  SUPPORT  THE  SINGLE  PAYER  PLAN: 

Financing  Option  A 

NEW  REVENUES 

GENERATED  IN  1996 

(in  $  millions) 

REVENUE  SOURCE 

CHANGE 

Personal  Income  Tax 

Increase  effective  tax  rate  from  6%  to  13% 
by  increasing  marginal  tax  rates  and/or 
closing  loopholes 

$385.9 

Payroll  Tax 

Increase  employee  payroll  tax  rate  from  0.2% 
to  7.3% 

506.6 

Corporate  Income  Tax 

Double  effective  rate  from  6.75%  to  13.5% 

69.5 

Cigarette  Tax 

Double  tax  rate  to  $.36/pack 

11.8 

Tobacco  Products  Tax 

Double  tax  rate  to  25% 

1.2 

Beer  Tax 

Double  tax  per  barrel  from  $4.30  to  $8.60 

3.4 

Liquor  Tax 

Double  rate  to  52% 

6.2 

Table  Wine  Tax 

Double  rate  to  $.54  per  liter 

1.2 

Coal  Severance  Tax 

Double  effective  rate  to  30% 

18.4 

Oil  Severance  Tax 

Double  effective  rate  to  10% 

7.3 

Metalliferous  Mines  Tax 

Double  effective  rate  to  3.7% 

6.6 

Gaming  Tax 

Double  rate  to  30% 

32.3 

Accommodations  Tax 

Double  rate  to  8% 

9.0 

Health  Insurance  Premium 
Tax 

Tax  base  eliminated 

(6.8) 

Total 

$1,053.2 

Source:    Health  Systems  Research,  Inc. 
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Table  7. 

POSSIBLE  SOURCES  OF  NEW  REVENUES  TO  SUPPORT  THE  SINGLE  PAYER  PLAN: 

Financing  Option  B 

REVENUE 

NEW  REVENUES 

GENERATED  EV  1996 

(in  $  millions) 

SOURCE 

CHANGE 

Personal  Income  Tax 

Increase  effective  tax  rate  from  6%  to  9% 
by  increasing  marginal  tax  rate  and/or 
closing  loopholes 

$147.2 

Payroll  Tax 

Increase  employee  payroll  tax  rate  from 
0.2%  to  9.9% 

687.1 

Corporate  Income  Tax 

Double  effective  rate  from  6.75%  to  13.5% 

69.5 

Cigarette  Tax 

Triple  tax  rate  to  $.54/pack 

24.0 

Tobacco  Products  Tax 

Triple  tax  rate  to  37.5% 

2.5 

Beer  Tax 

Triple  tax  per  barrel  from  $4.30  to  $12.90 

6.8 

Liquor  Tax 

Triple  rate  to  78% 

14.5 

Table  Wine  Tax 

Triple  rate  to  $.81  per  liter 

2.5 

Coal  Severance  Tax 

Double  effective  rate  to  30% 

18.4 

Oil  Severance  Tax 

Double  effective  rate  to  10% 

7.3 

Metalliferous  Mines  Tax 

Double  effective  rate  to  3.7% 

6.6 

Gaming  Tax 

Triple  rate  to  45% 

64.7 

Accommodations  Tax 

Triple  rate  to  12% 

18.0 

Health  Insurance  Premium 
Tax 

Tax  base  eliminated 

(6.8) 

Total 

$1,062.5 

Source:   Health  Systems  Research,  Inc. 
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Table  8. 
POSSIBLE  SOURCES  OF  NEW  REVENUES  TO  SUPPORT  THE  MULTIPLE  PAYER  PLAN: 

Financing  Option  A 

REVENUE  SOURCE 

NEW  REVENUES 
GENERATED  IN  1996 

(in  $  millions) 

CHANGE 

Personal  Income  Tax 

Increase  effective  tax  rate  by  15%,  from  6% 
to  6.9%  by  increasing  marginal  tax  rate 
and/or  closing  loopholes 

$52.2 

Payroll  Tax 

New  0.41  %  employer  payroll  tax 

27.1 

Insurance  Premium  Tax 

Extend  the  2.75%  insurance  premium  tax  to 
include  health  service  corporations 

6.8 

Cigarette  Tax 

Double  tax  rate  to  $.36/pack 

11.8 

Tobacco  Products  Tax 

Double  tax  rate  to  25  % 

1.2 

Beer  Tax 

Double  tax  per  barrel  from  $4.30  to  $8.30 

3.4 

Liquor  Tax 

Double  rate  to  52% 

6.2 

Table  Wine  Tax 

Double  rate  to  $.54  per  liter 

1.2 

Gaming  Tax 

Increase  rate  by  50  percent,  from  15%  to 

22.5% 

16.2 

Total 

$126.1 

Source:    Health  Systems  Research,  Inc. 
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ToKlo  O 

POSSIBLE  SOURCES  < 

)F  NEW  REVENUES  TO  SUPPORT  THE  Ml 
Financing  Option  B 

JLTTPLE  PAYER  PLAN: 

REVENUE  SOURCE 

CHANGE 

NEW  REVENUES 
GENERATED  IN  1996 

Personal  Income  Tax 

No  change,  lost  revenues  a  result  of  reduced 
taxable  base  due  to  increase  in  employee 
payroll  tax 

$(2.8) 

Payroll  Tax 

New  payroll  tax  of  0.275%  applied  to 
employer  and  employee 

40.7 

Corporate  Income  Tax 

Increase  effective  tax  rate  to  10.75% 

41.8 

Insurance  Premium  Tax 

Extend  the  2.75%  insurance  premium  tax  to 
include  health  service  corporations 

6.8 

Cigarette  Tax 

Double  tax  rate  to  $.36/pack 

11.8 

Tobacco  Products  Tax 

Double  tax  rate  to  25  % 

1.2 

Beer  Tax 

Double  tax  per  barrel  from  $4.30  to  $8.30 

3.4 

Liquor  Tax 

Double  rate  to  52  % 

6.2 

Table  Wine  Tax 

Double  rate  to  $.54  per  liter 

1.2 

Gaming  Tax 

Increase  rate  by  50  percent,  from  15%  to 

22.5% 

16.2 

Total 

$126.4 

Source:   Health  Systems  Research,  Inc. 
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Table  10. 
POSSIBLE  SOURCES  OF  NEW  REVENUES  TO  SUPPORT  THE  MULTIPLE  PAYER  PLAN: 

Financing  Strategy  C 

NEW  REVENUES 

GENERATED  rN  1996 

(in  $  millions) 

REVENUE  SOURCE 

CHANGE 

Personal  Income  Tax 

Increase  effective  tax  rate  by  25  percent, 
from  6%  to  7.5%  by  increasing  marginal  tax 
rate  and/or  closing  loopholes. 

$90.0 

Insurance  Premium  Tax 

Extend  the  2.75%  insurance  premium  tax  to 
include  health  service  corporations 

6.8 

Cigarette  Tax 

Increase  rate  by  50%  to  $.36/pack 

6.0 

Tobacco  Products  Tax 

Increase  rate  by  50%  to  18.75% 

0.6 

Beer  Tax 

Increase  rate  by  50%  per  barrel  from  $4.30 
to  $6.45 

1.7 

Liquor  Tax 

Increase  rate  by  50%  to  39% 

3.6 

Table  Wine  Tax 

Increase  rate  by  50%  to  $.405   per  liter 

0.6 

Gaming  Tax 

Increase  rate  by  50  percent,  from  15%  to 

22.5% 

16.2 

Total 

$125.5 

Source:   Health  Systems  Research,  Inc. 
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IX.   GETTING  FROM  HERE  TO 
THERE 

The  Authority  has  put  forth  its 
recommendations  concerning  these  universal 
access  plans  to  meet  the  mandate  given  to  it 
by  the  legislature  and  to  provide  citizens  of 
Montana  with  a  better  sense  of  what  options 
exist  for  reforming  the  current  system.  The 
proposals  put  forth  in  this  report  are 
ambitious,  reflecting  the  significant  charge 
given  to  the  Authority  in  SB  285.  However, 
consistent  with  the  provision  in  SB  285 
calling  for  the  phased-in  implementation  of 
these  plans  and  the  fact  that  federal  approval 
will  be  needed  to  carry  out  many  aspects  of 
these  plans,  the  Authority  will  continue  to 
work  not  only  to  refine  the  design  of  these 
universal  access  plans  but  also  to  develop  a 
transition  strategy  for  moving  from  the 
current  system  to  either  plan. 

As  the  Authority  carries  on  its  deliberations 
of  these  important  issues,  it  also  will 
continue  to  encourage  the  involvement  of  all 
Montanans  in  the  process. 
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APPENDIX  A. 


GLOSSARY  OF  HEALTH  CARE  TERMS 


Adverse  Selection.   A  tendency  for 
utilization  of  health  services  in  a 
population  group  to  be  higher  than 
expected  or  estimated;  for  example,  when 
persons  with  poorer-than-average  health 
status  apply  for  or  continue  to  receive 
insurance  coverage  to  a  greater  extent  than 
persons  with  average  or  better  health 
expectations. 

Alternative  Care.   The  whole  range  of 
health,  nutritional,  housing  and  social 
services  which  keep  persons  out  of 
institutions  and  allow  them  to  function  in 
the  home  and  community  environment. 
Usually  focused  on  the  aged,  physically 
disabled  and  developmentally  disabled. 

Canadian  Plan.   A  single  payer  system, 
Canada's  national  health  insurance  system 
covers  all  Canadians'  hospital  care, 
outpatient  care  and  some  prescription 
drugs.   Thirty-eight  percent  of  the  system 
is  financed  by  national  taxation,  62  percent 
by  provincial  taxation.    Private  doctors  in 
fee-for-service  practices  bill  Provincial 
Health  Ministries  monthly,  and  trustee-  or 
community-owned  hospitals  negotiate 
annual  budgets  with  provincial 
governments.    The  government  sets  rates 
limiting  the  fees  that  providers  can  charge 
for  their  services. 

Capitation.    Often  used  by  health 
maintenance  organizations  (HMOs), 
capitation  is  a  payment  method  in  which  a 
physician  or  hospital  is  paid  a  fixed 
amount  per  patient  per  year  regardless  of 
the  services  the  patient  requires. 


Case  Management.   A  method  of  handling 
patients  under  managed  care  systems,  such 
as  HMOs.    It  is  also  known  as 
"gatekeeping".    A  primary  care  practitioner 
is  responsible  for  determining  the  quantity 
and  mix  of  services  a  patient  requires, 
including  access  to  specialists  or  alternative 
treatments. 

Certificate  of  Need  (CON).   A  certificate 
issued  by  a  governmental  body  to  an 
individual  or  organization  proposing  to 
construct  or  modify  a  health  facility, 
acquire  major  new  medical  equipment,  or 
offer  a  new  or  different  health  service. 
Such  issuance  recognizes  that  a  facility  or 
service,  when  available,  will  meet  the 
needs  of  those  for  whom  it  is  intended.    It 
is  meant  to  control  expansion  of  facilities 
and  services  by  preventing  excessive  or 
duplicative  development  of  facilities  and 
services. 

CHAMPUS.     An  acronym  for  the 
Civilian  Health  and  Medical  Program  of 
the  Uniformed  Services.   CHAMPUS  is  the 
health  insurance  program  that  serves  the 
dependents  of  active-duty  military 
personnel  as  well  as  retired  military 
personnel  and  their  dependents.  Health  care 
for  active  duty  personnel  is  provided  by 
the  Defense  Department. 

Coinsurance.    A  percentage  of  health  care 
costs  not  covered  by  medical  insurance  that 
individuals  must  pay.   For  example,  many 
insurance  plans  pay  80  percent  of  hospital 
and  doctors'  costs  with  the  individual 
responsible  for  the  remaining  20  percent. 


Health  Maintenance  Organization 
(HMO).   A  prepaid  health  care  plan  in 
which  an  individual  pays  the  HMO  a  set 
amount,  usually  on  a  monthly  basis,  and 
seeks  treatment  from  affiliated  medical 
staff.  The  goal  is  to  provide  affordable 
health  care  through  managed  care,  a  system 
in  which  a  primary  care  provider  acts  as  a 
gatekeeper  to  specialists  and  expensive 
medical  tests.  In  general,  subscribers  pay  a 
small  copay  at  each  visit.  Under  such 
plans,  patients  typically  have  a  limited 
choice  of  doctors. 


Managed  Care.   A  type  of  health  care 
delivery  which  aims  to  control  costs  by 
using  "gatekeepers"  —  primary  care  doctors 
or  caseworkers  —  to  coordinate  patients' 
use  of  health  services.  Managed  care 
networks  usually  are  organized  by 
insurance  companies,  employers,  or 
hospitals.    One  such  network  is  the  type 
run  by  health  maintenance  organizations,  in 
which  a  patient  sees  one  physician  who 
determines  the  medical  care,   both  general 
and  specialized,  that  the  patient  will 
receive. 


Health  Professional  Shortage  Areas 
(HPSAs).  An  area  which  the  U.S. 
Department  of  Health  and  Human  Services 
designates  as  having  a  seriously  inadequate 
supply  of  health  care  personnel.  Forty-one 
of  Montana's  56  counties  are  designated  as 
HPSAs. 


Medicaid.   A  federally  aided  and  state 
operated  and  administered  program  that 
provides  medical  benefits  to  low-income 
persons  or  persons  with  certain  medical 
conditions.    Minimum  benefit 
requirements  are  set  by  the  federal 
government. 


Indian  Health  Service  (IHS).   A  federal 
agency  of  the  Public  Health  Service  within 
the  Department  of  Health  and  Human 
Services  which  delivers  and/or  pays  for 
health  services  for  American  Indians  or 
Alaska  Natives.   Health  services  are  either 
obtained  in  IHS,  urban,  or  tribal-operated 
health  clinics,  or  on  a  contractual  basis 
with  other  existing  providers. 

Look  Back.   A  health  insurance  policy 
may  exclude  coverage  for  a  treated  medical 
condition  that  occurred  within  a  specified 
time  period  (five  years  under  Montana 
law).    Coverage  of  the  condition  may  only 
be  excluded  as  a  pre-existing  condition  for 
a  specified  amount  of  time  (12  months  in 
Montana). 


Medically  Underserved  Areas  (MUAs). 

A  federally  developed  measure  identifying 
areas  that  are  critically  underserved.   A 
number  of  factors  are  considered:   the 
proportion  of  the  population  below 
poverty,  the  percentage  of  the  population 
over  65,  and  the  primary  care 
physician-to-population  ratio.   Over  half 
of  Montana's  counties  are  designated  as 
MUAs. 

Medicare.   A  national  health  insurance 
program  that  pays  for  hospitalization, 
medical  care  and  some  related  services  for 
people  over  age  65,  people  who  have 
received  Social  Security  disability 
insurance  payments  for  two  years  or 
longer,  and  people  with  end-stage  renal 
disease. 


Mental  Illness.   All  forms  of  illness  in 
which  psychological,  emotional  or 
behavioral  disturbances  are  the  dominating 
feature.    The  term  is  relative  and  variable 
in  different  cultures,  schools  of  thought  and 
definitions.   It  includes  a  wide  range  of 
disorders  (such  as  psychosis,  neurosis,  and 
organic  brain  syndrome  and  severities). 


Physician's  Assistant  (PA).   A  specially 
trained  and  licensed  or  otherwise 
credentialed  individual  who  performs  tasks 
which  might  otherwise  be  performed  by  a 
physician  under  the  direction  of  a 
supervising  physician.   The  PA  is  also 
known  as  a  physician  extender  and  by 
many  other  essentially  synonymous  terms. 


Multiple  Payer  Plan.    A  method  of 
financing  health  services  through 
premiums,  which  would  be  paid  to 
organizations  that  would  process  all  claims 
and  payments. 

Nurse  Practitioners.    A  registered  nurse 
qualified  and  specially  trained  to  provide 
primary  care,  including  primary  health  care 
in  homes  and  in  ambulatory  care  facilities 
and  other  health  care  institutions.   Nurse 
practitioners  generally  function  under  the 
supervision  of  a  physician  but  not 
necessarily  in  his  or  her  presence.   They 
are  usually  salaried  rather  than  reimbursed 
on  a  fee-for-service  basis,  although  the 
supervising  physician  may  receive 
fee-for-service  reimbursement  for  their 
services. 

Out-of-Pocket  Expenses.   Any  health 
care  costs  that  are   assumed  directly  by  the 
patient.  Examples  of  such  expenses  include 
copayments  and  deductibles. 

Outcomes  Analysis.   An  evaluation  system 
associated  with  managed  competition  that 
rates  medical  treatments  according  to 
outcomes  or  success  rates.   For  a  health 
care  plan  to  qualify  to  offer  its  services  to 
consumers,  the  doctors  and  hospitals  in  the 
plan  must  show  average  or  better  results. 


Physician  Hospital  Organization  (PHO). 

A  variation  of  the  HMO,  in  which  a  group 
of  doctors  with  a  strong  loyalty  to  a 
particular  hospital,  but  who  are  not  usually 
the  medical  staff  of  the  hospital,  offer 
services  to  their  community  based  upon 
common  goals,  values  and  a  shared  vision 
for  health  care  in  their  community 

"Play  or  Pay".    A  universal  coverage  plan 
in  which  employers  either  provide  their 
workers  with  a  basic  health  benefits 
package,  or  pay  into  a  government 
insurance  pool. 

Portability.   The  ability  for  an  individual 
to  maintain  health  insurance  coverage 
regardless  of  job  status.   It  typically  allows 
an  individual  to  transfer  from  one  health 
insurer  to  another  without  regard  to 
pre-existing  conditions  or  other  risk 
factors. 

Practice  Protocols.    Systematically 
developed  strategies  to  assist  physicians  in 
clinical  decisionmaking.    These  are 
parameters  designed  to  improve  quality  and 
assure  appropriate  utilization  of  health 
services  (also  known  as  practice  guidelines 
and  practice  parameters). 


Pre-Existing  Condition.  A  physical  or 
mental  conditioned  diagnosed  before  an 
individual  receives  health  insurance 
coverage.  Some  insurers  refuse  coverage 
because  of  such  a  condition.  Others  may 
increase  their  rates  or  refuse  to  cover  the 
patient  for  a  specific  time. 

Preferred  Provider  Organization  (PPO). 

Under  this  contract  system,  providers, 
usually  organized  by  "networks"  or  panels, 
give  medical  care  for  a  set  fee.   Various 
benefits,  such  as  lower  coinsurance  and 
better  coverage  create  incentives  for 
patients  to  see  "preferred"  physicians. 
Under  some  PPO  plans,  individuals  are 
able  to  visit  non-PPO  physicians  for  a 
higher  cost,  the  providers  are  compensated 
directly  by  an  insurance  company  and 
copayments.   Not  all  PPOs  cover  visits  to 
non-PPO  physicians. 

Premium.  The  periodic  amount  that 
individuals  or  families  must  pay  for  an 
insurance  policy. 

Preventive  Care.   A  form  of  health  care 
which  has  the  aim  of  preventing  disease  or 
its  consequences.    It  includes  health  care 
programs  aimed  at  warding  off  illnesses 
(e.g.,  immunizations),  early  detection  of 
disease  (e.g.,  Pap  smears),  and  inhibiting 
further  deterioration  of  the  body  (e.g., 
exercise  or  prophylactic  surgery).    With 
increasing  knowledge  of  nutritional, 
malignant  and  other  chronic  diseases,  the 
scope  of  preventive  medicine  has  been 
extended.    It  is  now  assumed  that  most,  if 
not  all,  medical  problems  are  preventable 
at  some  stage  of  their  development.   The 
promotion  of  health  through  altering 
behavior,  especially  using  health  education, 
is  gaining  prominence  as  a  component  of 
preventive  care. 


Primary  Care.    Basic  or  general  health 
care  focused  on  the  point  at  which  a 
patient  ideally  first  seeks  assistance  from 
the  medical  care  system.  Such  care  is 
generally  provided  by  physicians  but  is 
increasingly  provided  by  other  personnel 
such  as  nurse  practitioners  or  physician 
assistants. 

Primary  Care  Physician.   A  practitioner 
who  focuses  on  basic  or  general  health 
care,  ideally  at  the  point  where  a  patient 
first  seeks  assistance  from  the  health  care 
system.    Primary  care  is  considered 
comprehensive  when  the  provider  takes 
responsibility  for  the  overall  coordination 
of  the  care  of  the  patient's  health  problems, 
be  they  biological,  behavioral  or  social. 

Rate  Setting.   The  system  a  government 
uses  to  reimburse  doctors  and  hospitals  for 
services.    It  implies  strict  control  of  costs. 
Under  Medicare,  the  government  has  a 
complicated  reimbursement  formula  that 
takes  into  account  the  procedure  and  the 
provider's  cost. 

Rationing.    Any  system  that  limits  the 
amount  of  health  care  that  a  person  can 
receive.   For  example,  Oregon  has 
developed  a  system  which  ranks  medical 
procedures  and  conditions  and  provides 
Medicaid  coverage  only  to  a  certain  point 
on  the  priority  list.    Some  health  care 
analysts  argue  that  rationing  currently 
exists,  based  on  income. 


Regulated  Multiple  Payer  System.   This 
is  one  of  the  health  care  financing  methods 
being  considered  by  the  state  of  Montana 
in  which  health  care  services  are  financed 
through  a  mix  of  public  and  private  funds 
so  that  each  resident  of  the  state  receives  a 
uniform  set  of  benefits  as  established  by 
statute  or  administrative  rule.  State 
government  has  the  responsibility  for 
regulating  the  multiple  entities  that  provide 
benefits  to  residents,  including  regulations 
for  enrollment,  change  in  premium  rate, 
payment  rate  to  providers,  and  aggregate 
health  expenditure. 

Reimbursement.   The  process  by  which 
health  care  providers  receive  payment  for 
their  services.    Because  of  the  nature  of  the 
health  care  environment,  providers  are 
often  reimbursed  by  third  parties  who 
insure  and  represent  patients. 


Self-Funding  of  Health  Benefits.    An 

employer  or  group  of  employers  sets  aside 
funds  to  cover  the  cost  of  health  benefits 
for  their  employees.    Benefits  may  be 
administered  by  the  employer(s)  or  handled 
through  an  administrative  service  only 
agreement  with  an  insurance  carrier  or 
third-party  administrator. 

Single  Payer  System.    One  of  the  health 
care  financing  methods  being  considered 
by  the  state  of  Montana  in  which  health 
care  services  are  financed  through  public 
funds  so  that  each  resident  of  the  state 
receives  a  uniform  set  of  benefits  as 
established  through  statute  or 
administrative  rule.  Policies  governing  all 
aspects  of  the  management  of  the  single 
payer  system  would  reside  with  the  state 
government  and  benefits  must  be 
administered  by  a  single  entity. 


Reinsurance.    Coverage  purchased  by  a 
health  plan  from  an  insurance  company  to 
reimburse  the  plan  for  the  cost  of  benefits 
paid  out  to  an  individual  or  an  account  that 
has  exceeded  what  the  plan  expected  to 
pay  out.    It  stops  the  insurance  company's 
loss.    It  is  also  known  as  stop-loss 
coverage  or  risk-control  insurance. 

Resource-based  Relative  Value  Scale 
(RBRVS).   A  fee  schedule  used  by 
Medicare  for  reimbursing  all  health  care 
services  obtained  from  individual 
providers.    The  RBRVS  system  evaluates 
all  health  care  services,  assigns  them 
different  relative  values,  depending  on  the 
expertise  and  training  necessary  to  render 
the  service,  the  time  involved,  and  other 
similar  factors,  and  makes  payments 
accordingly. 


Small  Group  Market.   In  Montana,  this 
refers  to  selling  insurance  to  employer 
groups  of  three  to  25  persons. 

Subsidy.   Monetary  assistance  provided  by 
government  to  low  income  individuals  to 
aid  in  purchasing  health  insurance  and 
meeting  out-of-pocket  health  care 
expenses.  Subsidies  for  low  income 
individuals  are  generally  associated  with 
health  care  systems  that  achieve  universal 
coverage  through  individual  mandates. 


Third-Party  Payer.   Anyone  paying  for 
health  care  who  is  not  the  patient  (the  first 
party)  or  the  care-giver  (the  second  party). 
It  includes  public  and  private  insurance 
providers  such  as  Medicaid,  Medicare, 
Blue  Cross  Blue  Shield  and  most 
commercial  health  insurance  companies. 
Generally,  the  patient  pays  a  premium  to 
the  third  party  payer,  and  the  third  party 
payer  then  pays  the  bills  —  or  a  percentage 
of  the  bills  —  incurred  by  the  patient. 

Unbundle.   The  practice  of  billing 
components  of  an  integral  service 
separately  for  a  higher  reimbursement 
amount. 

Uncompensated  Care.   Care  given  by  a 
hospital  or  other  care-giver  that  is  not  paid 
for  by  the  patient,  their  insurance  company, 
or  the  government.  The  cost  of 
uncompensated  care  is  often  charged  to 
paying  patients  and  their  insurance 
companies.    It  is  sometimes  also  referred  to 
as  "charity"  care. 

Underinsured.    Individuals  or  families 
with  public  or  private  insurance  policies 
that  do  not  cover  all  necessary  medical 
services  or  that  have  significant  cost 
sharing  requirements  that  are  likely  to 
result  in  out-of-pocket  expenses  that 
exceed  their  ability  to  pay. 

Uniform  Benefit  Package.   The  set  of 

predetermined  medical  services  which  all 
health  plans  must  provide  to  all 
individuals. 

Uninsured.   People  who  lack  public  or 
private  health  insurance. 

Universal  Coverage.   A  plan  designed  to 
give  everyone  in  a  country  or  state  access 


to  health  insurance.  Ways  to  do  that 
include  employer  mandates,  single  payer 
system  and  "play  or  pay"  systems. 
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FOREWORD 


In  the  past  two  decades,  the  capability  of  the 
medical  care  system  to  diagnose,  treat,  and 
palliate  illness  has  been  pushed  forward 
rapidly.   New  tests,  procedures,  and  medica- 
tions have  allowed  dramatic  recoveries.    Our 
life  expectancy  at  birth  as  a  population  has 
continued  to  increase.   Yet  wide  discrepancies 
exist  among  Americans;  less  advantaged 
members  of  our  society  experience  decreased 
survival  at  all  stages  of  life.    Moreover,  death 
occurs  at  the  end  of  a  health  continuum,  a 
continuum  often  characterized  by  the  occur- 
rence of  preventable  and  unnecessary  illnesses. 
For  low-income  populations  all  along  the  way 
are  instances  of  premature  morbidity,  increased 
risk  exposure,  inadequate  societal  health 
protection,  and  lack  of  access  to  basic  primary 
and  preventive  health  sen-ices. 

To  the  extent  that  these  differences  in  the 
health  status  of  vulnerable  populations  are 
attributable  to  lack  of  access  to  basic  medical 
sen-ices,  it  is  important  that  preventive  sen-ices 
of  known  effectiveness  in  forestalling  or 
preventing  disability  and  death  be  incorporated 
into  the  basic  benefits  available  to  all  Ameri- 
cans.   It  is  equally  important  that  all  insured 
senices  be  delivered  in  a  cost-efficient  manner. 
At  a  time  of  increased  attention  to  reform  of  the 
Nation's  health  care  system,  it  is  the  goal  of  the 
U.S.  Public  Health  Sen-ice  (PHS)  to  identify 


effective  and  appropriate  preventive  senices 
and  remove  barriers  to  delivery  of  those 
senices. 

Over  the  last  decade,  the  PHS  has  sponsored 
the  work  of  the  U.S.  Preventive  Senices  Task 
Force  (USPSTF)  in  order  to  enhance  under- 
standing about  preventive  senices  of  proven 
effectiveness.    Following  the  1989  release  of  the 
USPSTF  report,  Guide  to  Clinical  Preventive 
Services,  the  National  Coordinating  Committee 
on  Clinical  Preventive  Senices  (NCCCPS)  was 
formed  to  address  issues  involved  in  the 
delivery  of  the  recommended  senices.    The 
NCCCPS  comprises  national  provider,  financing, 
and  research  organizations  with  a  significant 
interest  in  clinical  preventive  senices.    Key 
issues  for  this  group  have  included  what 
senices  to  provide,  how  to  package  them,  and 
what  their  cost  would  be. 

This  monograph  reports  a  series  of  presentations 
and  discussions  sponsored  by  the  Committee 
and  summarized  at  its  December  1992  meeting. 
It  is  the  hope  of  the  PHS  that  this  report  will 
make  a  timely  contribution  to  the  current  health 
care  reform  debate  and  will  convey  a  sense  of 
what  might  be  achieved  for  the  health  of 
Americans  through  the  judicious  use  of  clinical 
preventive  senices. 


Philip  R.  Lee,  M.D. 
Assistant  Secretary  for  Health 


J.  Michael  McGinnis,  M.D. 

Deputy  Assistant  Secretary  for  Health 

(Disease  Prevention  and  Health  Promotion) 


EXECUTIVE  SUMMARY 


Tf  his  monograph  describes  a  core  set  of 
clinical  preventive  services — immuniza- 
tion, screening,  and  education — to  be 
included  in  insurance  benefits  for  a  well 
population  of  routine  risk.   The  services  are 
based  on  recommendations  of  the  U.S. 
Preventive  Services  Task  Force,  a  non-Federal 
expert  panel  convened  by  the  U.S.  Public 
Health  Service  that  has  met  since  1984  and  has 
applied  an  evidence-based  methodology  to  the 
review  of  the  scientific  literature  on  clinical 
preventive  services.    This  review  process  has 
produced  recommendations  supporting  the 
delivery  of  selected  services  for  which  sound 
evidence  of  clinical  effectiveness  exists.   The 
services  supported  by  a  strong  scientific  base  are 
presented  in  Pan  II  of  this  monograph,  together 
with  summary  justifications  for  their  inclusion. 
Other  effective  services  appropriate  to  high-risk 
populations  are  referenced  in  this  report. 

The  delivery  of  clinical  preventive  services  in  a 
bundled  fashion,  rather  than  as  separate  items 
involving  multiple  examiners  and  visits,  allows 
for  cost  efficiencies.    In  Part  III.  estimates  of 
charges  for  packages  of  age-  and  gender- 
specific  periodic  health  examinations,  prepared 
by  the  Actuarial  Research  Corporation,  are     ' 
presented.    Charge  information  furnished  by 
self-report  of  primary  care  providers  to  the 
American  Medical  Association  is  used  to 
estimate  provider  visit  charges.    Information 
gathered  from  private  and  public  insurers  is 
used  to  calculate  charges  for  ancillary  services. 

Estimated  1992  provider  payments  for  adding 
the  recommended  preventive  services  package 
to  private  health  insurance  programs,  assuming 
100  percent  participation,  average  $62  per  year 
for  children,  S84  per  year  for  adult  females,  and 


S52  per  year  for  adult  males.   The  lifetime 
averages  are  S78  per  year  for  females  and  $55 
per  year  for  males  in  1992  dollars.    The  monthly 
costs  of  provider  payment  under  private 
insurance  for  the  benefit  package  outlined  in 
this  report  are  $14.67  per  family  and  $5.39  per 
person  with  single  coverage.   Additional  costs 
to  Medicare,  which  already  covers  some 
preventive  services,  would  be  $71  per  year  per 
female  beneficiary  and  $71  per  year  per  male 
beneficiary,  or  $5.42  per  month  per  Medicare 
beneficiary. 

Under  projections  of  actual  participation  levels 
drawn'from  the  literature,  with  assumptions  of 
no  co-payments  or  deductibles  assessed  for 
clinical  preventive  services,  premium  charges 
for  these  services  range  from  $11.66  to  $15.98 
per  month  for  family  coverage  and  from  $3-48 
to  S4.77  per  month  for  single  coverage.    Even  if 
no  insurers  currently  covered  any  clinical 
preventive  services,  these  numbers  still  would 
add  less  than  3  percent  to  current  premiums. 
This  situation  is  not  the  case,  however,  since 
these  services  already  are  included  in  95  percent 
of  health  maintenance  organization  coverage, 
and  preferred  provider  organizations  and 
indemnity  plans  cover  a  range  of  30  to  58 
percent  of  the  services. 

Issues  that  bear  on  the  costs  of  fully  insuring 
clinical  preventive  services  are  discussed  in  Pan 
IV.    They  include  the  role  of  cost-sharing  and 
deductibles;  receipt  of  these  services  in  nontradi- 
tional  settings;  anticipated  system  efficiencies 
and  economies  of  scale  associated  with  health 
care  reform;  and  projected  increases  in 
reimbursement  for  cognitive  services  delivered 
by  generalists. 
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INTRODUCTION 


Clinical  Preventive  Services 

Clinical  preventive  services  include 
immunizations  (e.g.,  influenza  vaccination), 
screening  tests  (e.g.,  Papanicolaou  testing  or 
Pap  smears),  and  counseling  interventions  (e.g.. 
smoking  cessation  advice).   Achieving  access  to 
clinical  preventive  services  for  all  Americans  by 
the  year  2000  is  a  cornerstone  of  the  Nation's 
disease  prevention  and  health  promotion 
objectives.1    Accomplishment  of  this  goal  is 
fundamental  to  increasing  the  quantity  of 
healthy  life  for  the  populace  overall  and  for 
eliminating  the  disparities  in  health  status  that 
exist  among  different  groups  in  society. 

Many  factors  are  involved  in  the  successful 
delivery  of  preventive  services  to  a  population. 
From  the  perspective  of  the  provider,  services 
must  be  regarded  as  effective,  practical  to 
incorporate  into  clinical  activities,  and 
reimbursable.    From  the  perspective  of  the 
recipient,  sen-ices  must  be  seen  as  valuable, 
acceptable,  and  affordable.    From  the 
perspective  of  the  payer,  services  must  be 
regarded  as  cost-effective  and  estimable. 

Insurance 

Although  insurance  coverage  is  insufficient  to 
guarantee  receipt  of  clinical  preventive  services, 
coverage  appears  to  be  a  necessary  condition 
for  widening  their  use.    The  RAND  Health 
Insurance  Experiment  found  that  enrollees  who 
were  required  to  share  health  insurance  costs, 
compared  with  those  who  received  free  care, 
made  significantly  less  use  of  preventive 
sen-ices,  including  timely  immunizations,  Pap 
smears,  and  mammography.2    Reports  from  two 
national  samples,  the  National  Health  Inteniew 
Survey3  and  die  Access  to  Care  Suney,'  strongly 
link  increased  use  of  preventive  senices  with 
insurance  coverage. 

Current  insurance  coverage  of  clinical  preventive 
senices  is  inadequate.  In  the  private  sector,  60 
percent  of  Americans  are  covered  by  employer- 
sponsored  group  health  insurance  plans. * 


A  1990  suney  of  employer  health  plans 
conducted  by  the  Health  Insurance  Association 
of  America  found  that  only  39  percent  of 
enrollees  in  conventional  indemnity  plans  and 
58  percent  of  those  in  preferred  provider 
organizations  (PPOs)  were  covered  for  well 
child  care.6   While  97  percent  of  persons  in 
health  maintenance  organizations  (HMOs)  had 
benefits  that  covered  these  senices,  only  15 
percent  of  the  U.S.  population  is  enrolled  in 
HMOs."    Routine  adult  examinations  were 
covered  for  30  percent  of  those  in  indemnity 
plans,  49  percent  in  PPOs,  and  95  percent  in 
HMO  populations.    Certain  preventive 
diagnostic  procedures,  such  as  mammograms, 
Pap  smears,  and  childhood  immunizations, 
had  higher  levels  of  coverage." 

In  the  public  sector,  Medicaid-eligible  persons 
aged  21  and  under  are  covered  through  the 
Early  Periodic  Screening,  Diagnosis,  and 
Treatment  (EPSDT)  Program.    While  a  full  set  of 
preventive  senices  is  covered  for  children  living 
below  a  range  of  133  to  1S5  percent  of  poverty 
level,  one  study  found  that  only  23-7  percent  of 
Medicaid-enrolled  children  received  any 
preventive  care  under  EPSDT  in  California.8 
Federal  mandate  requires  that  certain  basic 
health  care  senices  be  offered  by  States  to  all 
categorically  needy  Medicaid  enrollees,  but 
adult  preventive  senices  are  an  optional 
Medicaid  benefit  that  only  19  States  have 
chosen  to  cover.    For  older  and  disabled 
Americans,  Medicare  currently  insures  a  small 
number  of  clinical  preventive  senices, 
including  pneumococcal  vaccination,  cervical 
cancer  screening,  mammography,  and  hepatitis 
B  vaccination  for  at-risk  individuals. 

Inclusion  of  clinical  preventive  senices  in  a 
basic  benefits  package  will  be  an  important 
mechanism  for  promoting  their  use.    The 
intense  pressure  on  health  care  dollars  under 
health  care  reform  dictates  that  the  senices 
chosen  for  coverage  be  of  demonstrated 
effectiveness  in  reducing  morbidity  and 
mortality  from  the  targeted  condition. 


Additionally,  services  should  be  delivered  in  a 
cost-efficient  manner  that  is  structured  to  avoid 
extraneous  and  inflationary  visits. 

U.S.  Preventive  Services  Task  Force 

In  developing  the  Guide  to  Clinical  Preventive 
Sen-ices,  the  U.S.  Preventive  Services  Task  Force 
(USPSTF)  used  a  rigorous,  evidence-based 
methodology  to  provide  a  carefully  docu- 
mented review  of  the  effectiveness  of  clinical 
preventive  services.9  Its  review  permits  the 
recommendation  of  selected  preventive  services 
for  coverage  in  a  basic  benefits  package.   The 
grouping  of  preventive  services  into  a  periodic 
health  examination  (PHE)  that  includes  risk 
assessment,  physical  examination,  immuniza- 
tions, laboratory  tests,  x-rays,  and  risk-specific 
counseling  will  allow  delivery  of  these  services 
at  rational  intervals  and  at  the  lowest  cost. 
Inclusion  of  risk  assessment  and  health  advice 


within  the  traditional  context  of  clinical 
medicine  allows  for  lower  marginal  costs  for 
these  activities.   At  the  same  time,  the  clinical 
setting  furnishes  an  authoritative  forum  to 
provide  health  promotion  information. 

The  core  group  of  services  in  this  package  is 
culled  from  the  science  base  reviewed  by  the 
USPSTF.  It  represents  a  minimum  level  of 
benefits  that  should  be  provided  to  a  well 
population.    Other  effective  preventive  services 
for  persons  with  additional  risk  factors  have 
been  identified  by  the  USPSTF.   These  services, 
directed  at  small  subgroups  of  the  population, 
are  not  discussed  in  this  report. 

These  recommendations  are  not  static.    The 
USPSTF  continues  to  review  new  evidence  that 
has  bearing  on  its  existing  recommendations,  as 
well  as  on  other  conditions  not  covered  in  its 
original  evaluations. 
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.    PACKAGE  AND  SUMMARY  OF  EVIDENCE 


Preventive  Services  Package 

Summarized  in  Table  1  are  the  components  of 
the  package  of  preventive  services  presented  to 
the  National  Coordinating  Committee  on 
Clinical  Preventive  Services  (NCCCPS).    The 
recommended  clinical  preventive  services 
include  periodic  health  examinations  (PHEs)  by 
physicians,  immunizations,  laboratory  tests,  and 
other  screening  tests,    ^//periodic  examinations 
include  a  history,  a  physical  examination 
(including  measurement  of  blood  pressure, 
height,  and  weight),  and  risk  assessment 'health 
guidance.  Health  guidance  will  vary  by  gender, 
age,  and  risk  factors.  For  children  up  to  12 
years  of  age,  health  guidance  will  include  diet, 
injury  prevention,  oral  health,  and  other 
primary  preventive  measures.   For  adolescents 
and  adults,  counseling  categories  include  diet 
and  exercise;  use  of  alcohol,  tobacco,  and  other 
drugs;  sexual  practices  (including  contraception); 
injury  prevention:  and  oral  health.   The 
frequency  of  visits  and  type  of  services  vary 
with  age  group  and  gender.   This  set  of 
services  is  for  asymptomatic  individuals  without 
special  risk  factors.    Additional  sen-ices  would 
be  appropriate  for  those  whose  medical  history 
or  health-related  behaviors  place  them  at 
higher  risk. 

Justifications 

Patient  Education  and  Counseling. 

Empirical  research  and  clinical  experience  have 
yielded  certain  principles  that  clinicians  can  use 
to  induce  behavioral  change  among  patients. 
Behavioral  changes  can  have  significant  impact 
on  the  health  of  individuals.    Age-  and  gender- 
appropriate  risk  assessment  and  counseling  are 
an  integral  pan  of  the  PHE.   This  exchange  of 
information  between  health  care  professional 
and  patient  fosters  the  development  of  a 
therapeutic  alliance  that  allows  individuals  to 
understand  the  relationship  between  behavior 
and  health;  identify  barriers  to  behavioral 
change;  select  risk  factors  for  change;  and  make 
a  commitment  to  modify  health  risks.    The 
preventive  services  proposed  for  periodic  visits 


include  a  routine  screening  for  lifestyle  risk 
factors,  discussion  of  relevant  issues,  and 
referral  for  followup  if  necessary. 

A  meta-analysis  of  54  studies  evaluating 
patient  education  and  counseling  for  smoking 
cessation,  nutrition,  weight  loss  management, 
injury  prevention,  and  other  health-related 
behaviors  found  that  such  interventions 
significantly  affected  behavioral  changes  across 
the  experimental  groups.'"   The  INSURE  project 
(Industry-wide  Network  for  Social  Urban  and 
Rural  Efforts)  evaluated  changes  in  patients' 
health-risk  behavior  1  year  after  preventive 
intervention  by  primary  care  physicians.11    The 
trial  used  pre-  and  post-intervention  surveys  to 
measure  changes  in  behavioral  risks  and  found 
that  study  patients  were  significantly  more  likely 
than  controls  to  report  positive  changes  in 
using  safety  belts,  losing  weight,  decreasing 
alcohol  intake,  and  performing  monthly  breast 
self-examination  (women).    A  trend  toward 
increased  success  with  smoking  cessation  was 
observed  in  the  study  group,  but  it  was  not 
statistically  significant. 

Childhood  Immunizations .    Routine 
immunization  in  early  childhood  against  seven 
infectious  diseases — diphtheria,  pertussis, 
tetanus,  polio,  measles,  mumps,  and  rubella — is 
a  well-accepted  cornerstone  of  preventive  care. 
Childhood  vaccines  are  one  of  the  great  success 
stories  of  public  health:  millions  of  cases  of 
childhood  diseases  and  thousands  of  deaths 
have  been  averted  since  immunizations  became 
common.    They  are  recommended  by  all  public 
health  authorities  and  by  the  U.S.  Preventive 
Services  Task  Force  (USPSTF).    Three  newer 
vaccines — a  conjugate  vaccine  given  in  the  first 
year  of  life  against.  Haemophilus  influenzae 
type  b,  a  reduced-dose  hepatitis  B  vaccine  for 
infants,  and  an  acellular  pertussis  component  of 
the  DTP  vaccine  for  doses  four  and  five — were 
introduced  after  the  USPSTF  published  its 
recommendations.    These  three  immunizations 
now  are  recommended  by  all  leading  authorities, 
however,  and  are  included  in  the  package. 


TABLE  1 
Preventive  Services  Package 


Age 

Immunizations 

Tests                                    Clinician  Visits**" 

0-5 

5  DTP,  4  OPV,  3-4  Hib, 
2  MMR,  3HBV 

1  Hematocrit, 

1  Urinalysis, 

2  Lead* 

9 

6-19 

lTd 

Pap/pelvic**  every  3  years***  * 

5 

20-39 

1  Td  every  10  years 

Cholesterol  every  5  years 
Pap/pelvic**  every  3  years***  * 

Every  3  years 

40-49 

1  Td  every  10  years 

Cholesterol  every  5  years 
Pap/pelvic**  every  3  years*"*  * 

Every  2  years 

50-64 

1  Td  every  10  years 

Cholesterol  every  5  years 
Pap/pelvic  and  mammogram™ 
every  2  years 

Every  2  years 

65  + 

1  Td  every  10  years 
Pneumococcal  -  once 
Annual  influenza 

Cholesterol  every  5  years 
Mammogram**  every  2  years 

Annually 

Key 

Children  at  high  risk  for  lead  exposure 

Females,  once  sexually  active 
"  *  *    Once  three  annual  negative  smears  obtained 

Females  of  childbearing  age  with  more  than  one 

sexual  partner  should  have  an  annual  Pap  smear 

and  screening  for  chlamydia  and  gonorrhea 
—        Females  only 

All  visits  include  risk  assessment  and 

health  advice/counseling 

Lead.    The  toxicity  of  lead,  especially  in 
children,  has  been  well  documented.    As 
scientific  evidence  has  accumulated,  blood 
levels  of  lead  formerly  considered  safe  for 
children  have  been  found  to  be  hazardous.'2 
Recent  data  indicate  that  levels  as  low  as  10  ug/ 
mL  may  be  associated  with  measurable  adverse 
effects.13  H    Both  the  USPSTF  and  the  Centers  for 
Disease  Control  and  Prevention  (CDC)  have 
recommended  routine  lead  screening  for  high- 
risk  children.    Current  estimates  are  that  17 
percent  of  American  children  have  blood  levels 
of  lead  exceeding  safe  levels.15  New  CDC 
recommendations  are  to  screen  all  children  for 
lead  toxicity  at  12  and  24  months  of  age.,: 
The  USPSTF  is  in  the  process  of  reviewing  the 
current  science  base  to  evaluate  the  evidence 
for  universal  screening. 

Anemia.    Iron  deficiency  anemia  is  common  in 
the  United  States,  affecting  up  to  5  percent  of 


DTP:  Diphtheria,  tetanus,  pertussis 

OPV:  Oral  polio  vaccine 

Hib:  Haemophilus  influenzae  type  b 

HBV:  Hepatitis  B 

MMR:  Measles,  mumps,  rubella 

Td:  Tetanus  diphtheria  toxoid 


infants."'    Iron-deficient  infants  score  poorly  on 
tests  of  mental  and  psychomotor  development.17 
Controversy  exists  on  the  efficacy  of  early 
intervention,  although  some  studies  have  shown 
improvement  of  developmental  scores  of  iron- 
deficient  infants  after  correction  of  anemia  by 
iron  supplementation.18   The  USPSTF  and  others 
recommend  hemoglobin/hematocrit  testing  in 
the  first  year  of  life,  and  one  test  is  included  in 
the  package  recommended  here. 

Hypertension.  There  is  a  direct  relationship 
between  the  magnitude  of  blood  pressure 
elevation  and  the  benefit  of  lowering  pressure. 
In  persons  with  malignant  hypertension,  the 
benefits  of  intervention  are  most  dramatic; 
treatment  increases  5-year  survival  from  near 
0  to  75  percent.'9  Persons  with  stage  1 
hypertension  (systolic  blood  pressure  of  140  to 
159  mm  Hg  and  diastolic  of  90  to  99  mm  Hg) 
also  benefit  from  treatment.    The  Hypertension 
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Detection  and  Follow-Up  Program,  a  randomized 
controlled  trial  involving  some  11.000  people 
with  hypertension,  found  a  statistically  significant 
20  percent  decrease  in  5-year  all-cause  mortality 
for  people  with  hypertension  with  a  diastolic 
blood  pressure  of  90  to  104  mm  Hg  who 
received  a  standardized  treatment  regimen  for 
their  hypertension  compared  with  the  control 
group  referred  to  their  regular  physicians  for 
treatment.20   Similar  results  have  been  reported 
in  other  studies.21"    Reductions  in  morbidity 
and  mortality  also  have  been  demonstrated 
when  systolic  pressure  is  lowered.    The  Systolic 
Hypertension  in  the  Elderly  Study  showed  a  33 
percent  reduction  in  strokes  and  a  2~  percent 
reduction  in  coronary  heart  disease  among  the 
group  receiving  antihypertensive  therapy 
compared  with  the  placebo  group. :?    Improved 
treatment  of  high  blood  pressure  has  been  cited 
as  contributing  to  the  greater  than  57  percent 
reduction  in  age-adjusted  stroke  mortality  and 
the  50  percent  reduction  in  coronary  heart 
disease  mortality  observed  since  1971.2' 

Hypercholesterolemia.    Early  detection  of 
high  blood  cholesterol  in  asymptomatic  persons 
allows  identification  of  an  important  modifiable 
risk  factor  for  coronary  heart  disease  CCHD). 
The  Framingham  Study  observed  the  occurrence 
of  CHD  in  men  over  a  30-year  period  and 
found  that  CHD  risk  increases  in  a  continuous 
and  graded  fashion  beginning  with  serum 
cholesterol  levels  as  low  as  ISO  mg-'ciL.    Overall, 
CHD  death  increased  by  9  percent  for  each  10 
mg/dL.25    Randomized  controlled  trials  involving 
middle-aged  men  with  high  cholesterol  have 
shown  that  cholesterol-lowering  drugs  can 
reduce  the  incidence  of  CHD  in  asymptomatic 
persons.262"-2* 

Breast  Cancer.    Breast  cancer  accounts  for  32 
percent  of  all  newly  diagnosed  cancers  in 
women  and  IS  percent  of  female  cancer 
deaths.29   The  annual  incidence  of  breast  cancer 
increases  rapidly  with  age.3"  The  risk  for 
women  with  a  family  history  of  premenopausal^ 
diagnosed  breast  cancer  in  a  first-degree  relative 
is  about  two  to  three  times  that  of  the  average 
woman  of  the  same  age."    Nearly  10  percent  of 
American  women  will  develop  breast  cancer 
during  their  lives.    Clinical  breast  examination  is 
an  effective,  inexpensive  screening  test  for 
breast  cancer.    A  1985  study  reported  that 
physicians  were  able  to  detect  87  percent  of  all 
lumps  1  centimeter  in  diameter/2    The  L'SPSTF 
has  recommended  regular  clinical  breast 


examinations  for  women  starting  at  age  40. 
Regular  use  of  screening  mammography  has 
been  found  to  reduce  breast  cancer  mortality  in 
women  aged  50  and  over.333'"   For  the  special 
category  of  women  at  high  risk  due  to  family 
history  in  first-degree  relatives,  it  may  be 
prudent  to  begin  regular  clinical  breast 
examination  and  mammography  earlier. 

Cervical  Cancer.   The  dramatic  reductions 
seen  in  invasi\e  cervical  cancer  and  cervical 
cancer  mortality  are  almost  entirely  attributable 
to  use  of  the  Pap  test.   A  major  study  of  eight 
cervical  cancer  screening  programs  in  Europe 
and  Canada  involving  over  1.8  million  women 
found  that  the  cumulative  incidence  of  invasive 
cervical  cancer  was  reduced  more  than  90 
percent  when  Pap  tests  were  done  every  3  years.36 

Chlamydial  Infection.    An  estimated  3  to  4 
million  persons  acquire  chlamydial  infections 
each  year  in  this  country.3"   Chlamydial 
infections  are  responsible  for  25  to  50  percent 
of  the  1  million  cases  of  pelvic  inflammatory 
disease  (PID)  reported  annually;  incidence  of 
infection  is  highest  in  persons  under  age  25 
with  more  than  one  sexual  partner.3"   PID  is  a 
significant  cause  of  infertility  and  ectopic 
pregnancy  in  .American  women.39   Each  year 
more  than  155,000  infants  are  born  to 
Cblamydia-infecied  mothers.    Neonatal 
infection  can  result  in  ophthalmia  neonatorum 
and  pneumonia.    Urethral  and  endocervical 
cultures  have  been  estimated  to  have  a 
sensitivity  of  SO  to  90  percent  and  a  specificity 
of  100  percent."1""  '2    Early  detection  of 
chlamydial  infection  in  asymptomatic  persons 
permits  initiation  of  antibiotic  therapy  and 
prevention  of  sequelae. 

Gonorrhea  Infection.    An  estimated  1.2 
million  persons  acquire  gonococcal  infections 
each  year  in  the  United  States.13   Gonorrhea  is 
associated  with  considerable  morbidity, 
producing  painful  pelvic  inflammatory  disease 
in  women  and  putting  them  at  increased  risk 
for  infertility  and  ectopic  pregnancy.    Pregnant 
women  with  active  gonococcal  infection  are  at 
increased  risk  for  obstetrical  complications  and 
can  give  birth  to  infants  with  gonococcal 
conjunctivitis.    Incidence  of  gonorrhea  is 
highest  in  young  adults  under  age  25  and 
persons  with  multiple  sexual  contacts.    The 
highest  age-specific  rates  for  women  are  among 
15-  to  19-year-old  teenagers.    Direct  culture  is 
highly  sensitive,  specific,  and  relatively  low  in 


cost.56    Early  detection  of  infection  allows 
antibiotic  therapy  prior  to  complications  and 
permits  identification  of  sexual  contacts  at  risk 
for  infection. 

Urinalysis.    In  children,  detection  of 
bacteriuria  can  lead  to  the  identification  of 
correctable  abnormalities  of  the  urinary  tract  and 
die  prevention  of  renal  scarring,  obstructive 
atrophy,  hypertension,  and  renal  insufficiency. 
Most  of  these  complications  are  thought  to  occur 
before  children  reach  school  age;  therefore, 
screening  would  appear  to  be  most  effective  in 
the  preschool  years.9  Dipstick  screening  tests 
for  bacteriuria  have  sensitivities  ranging  from 
"2  to  97  percent  and  specificities  from  64  to  82 
percent.'"'15  Although  the  effectiveness  of  early 
treatment  of  asymptomatic  bacteriuria  in 
children  has  not  been  well  studied,  in  adult 
women  antibiotic  treatment  has  been  shown 
to  reduce  the  incidence  of  subsequent 
bacteriuria.""6'" 

Pneumococcal  Immunization.    Pneumococcal 
disease  accounts  for  about  -40,000  deaths  each 
year.'8  and  pneumococcal  pneumonia  is  fatal  in 
5  percent  of  patients/0   The  pneumococcal 
vaccine  has  been  estimated  to  have  an  efficacy 
of  60  to  70  percent  in  immunocompetent 
recipients. 5U-51    It  should  be  administered  once 
to  all  persons  aged  65  and  older,  as  well  as  to 
younger  persons  with  specific  chronic  illnesses 
that  make  them  at  risk  for  complications  of 
pneumococcal  pneumonia. 

Influenza  Immunization.    Influenza  is 
responsible  for  significant  morbidity  and 
mortality,  particularly  among  older  persons  and 
persons  with  underlying  medical  disorders. 
Eighty  to  ninety  percent  of  all  reported  deaths 
from  influenza  occur  among  persons  aged  65 
and  older."    Influenza  vaccine  containing 
antigens  identical  or  similar  to  currently- 
circulating  influenza  A  and  B  viruses  has  been 
shown  in  controlled  studies  to  be  70  to  80 
percent  effective.53    Retrospective  studies 
support  its  efficacy  in  elderly  high-risk 
populations. 5'-55 

Tetanus/Diphtheria  Immunization.    Largely 
as  a  result  of  routine  immunization,  tetanus  and 
diphtheria  have  become  uncommon  diseases  in 
the  United  States.    Although  uncommon, 
tetanus  remains  a  serious  infection,  with  death 
occurring  in  26  to  31  percent  of  cases.5"    The 
case-fatality  ratio  is  greater  than  30  percent  for 


persons  aged  50  and  older,  who  account  for 
more  than  two-thirds  of  all  cases.   Tetanus- 
diphtheria  toxoid  (Td)  is  highly  effective  in 
producing  protective  antibody  titers  but 
requires  a  primary  series  of  three  doses, 
followed  by  adult  booster  doses  every  10  years.5" 

Screening  Tests  Currently 
Under  Review 

Sigmoidoscopy/Fecal  Occult  Blood. 

Colorectal  cancer  is  the  second  most  common 
cause  of  cancer  deaths  in  the  United  States;  it 
will  cause  an  estimated  57,000  deaths  in  199329 
The  USPSTF  does  not  recommend  routine 
screening  for  colorectal  cancer  by  fecal  occult 
blood  testing,  primarily  because  of  the  poor 
predictive  value  of  a  positive  stool  guaiac  test. 
However,  a  recently  reported  prospective 
randomized  trial  of  occult  blood  testing  has 
shown  benefit  in  protecting  against  death  from 
colorectal  cancer.58   Two  large  screening 
programs  have  reported  that  persons  receiving 
periodic  rigid  sigmoidoscope  examinations 
had  less  advanced  disease  and  better  survival 
for  colon  cancer  than  was  typical  of  the  general 
population. 5yh"   Although  the  USPSTF 
recommends  routine  screening  sigmoidoscopy 
only  for  persons  in  high-risk  groups,  ongoing 
studies  of  flexible  sigmoidoscopy  screening  and 
a  recent  case-control  study  of  colorectal  cancer 
screening'1'  may  provide  the  evidence  needed 
to  recommend  sigmoidoscope  screening  on  a 
regular  basis.    Thus  although  routine  screening 
for  colorectal  cancer  is  not  currently  included  in 
this  package,  it  may  be  added  at  a  later  date. 

Prostatic  Specific  Antigen/Transrectal 
Ultrasound.   Prostate  cancer  is  the  most 
common  cancer  among  men,  and  it  is  the 
second  most  common  cause  of  male  cancer 
deaths.    An  estimated  165,000  new  prostate 
cancer  cases  will  occur  in  1993:9   Currently 
there  is  insufficient  evidence  that  early  detection 
and  treatment  of  prostate  cancer  improves 
survival.    The  National  Cancer  Institute  has 
begun  a  multi-center  randomized  trial  of  the 
value  of  these  screening  tests.    Results  will  not 
be  available  until  the  end  of  the  decade. 
While  screening  tests  for  prostatic  cancer  have 
attracted  much  attention,  both  in  the  press  as 
well  as  within  insurance  reform  proposals, 
there  is  at  this  time  inadequate  evidence  to 
recommend  their  inclusion  in  a  standard 
benefits  package. 
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III.    COSTS  OF  INSURING  RECOMMENDED 
PREVENTIVE  SERVICES 


This  section  summarizes  a  report  to  the 
U.S.  Public  Health  Service  CPHS) 
conducted  by  the  Actuarial  Research 
Corporation  (ARC)  in  November  1992.    It 
provides  estimates  of  the  costs  of  provider 
payments  for  recommended  preventive  services 
under  private  health  insurance  plans  and  the 
Medicare  program  and  projects  premium  levels 
for  insurers  not  currently  covering  these 
services.    Additional  premiums  for  Medicare 
beneficiaries  are  projected  also. 

Summary  of  Findings 

Estimated  1992  provider  payments  for  adding 
the  recommended  preventive  services  package 
to  private  health  insurance  programs,  assuming 
100  percent  participation,  average  $62  per  year 
for  children,  SS4  per  year  for  adult  females,  and 
S52  per  year  for  adult  males.    The  lifetime 
average  is  S~S  per  year  for  females  and  $55  per 
year  for  males  in  1992  dollars.   The  monthly 
costs  of  provider  payment  under  private 
insurance  for  the  benefit  package  outlined  in 
this  report  are  SI 4. 67  per  family  and  $5-39  per 
person  with  single  coverage.    Additional'costs 
to  Medicare,  which  already  covers  some 
preventive  services,  would  be  $71  per  year  per 
female  beneficiary  and  $71  per  year  per  male 
beneficiary,  or  $5.42  per  month  per  Medicare 
beneficiary. 

Insurance  premiums  are  derived  from  projec- 
tions of  participation  level  for  a  particular 
benefit.    The  1992  premiums  for  adding  the 
preventive  services  package  to  private  health 
insurance  programs,  assuming  average 
participation  rates  based  on  the  literature,  range 
from  $11.66  to  SI 5. 98  per  month  for  family- 
coverage  and  from  $3-48  to  $4.77  per  month  for 
single  coverage.    Universal  lead  screening  for 
1-  and  2-year-olds  would  add  an  additional  $.34 
to  a  family  premium.    For  each  Medicare 
beneficiary,  estimated  extra  premium  costs  are 
S3-S2  per  month  to  provide  the  additional 
oreventive  services. 


Premiums  will  vary  according  to  the  type  of 
insurance  plan  and  will  decrease  with  increas- 
ing size  of  the  group.    For  the  average  employer's 
health  plan,  including  preventive  care  would 
increase  total  premiums  by  3  percent  or  less. 
All  premium  estimates  assume  no  cost-sharing 
for  participants. 

Provider  Payments 

Provider  payments  are  the  insurance 
reimbursements  to  physicians,  other  health 
professionals,  drug  manufacturers,  laboratories, 
and  radiology  facilities.  The  American  Medical 
Association  (AMA)  surveys  physicians  nation- 
wide on  what  they  charge  for  periodic  or  annual 
examinations.'^   Table  2  shows  the  1992  fees  for 
the  periodic  examinations  by  specialty  and 
compares  them  with  office  visits.  These  are 
average  fees  from  physicians  around  the 
country.  The  average  fees  for  general  and 
family  practice  physicians  are  lower  than  the 
fees  for  internists.    New  patient  visit  fees  for 
obstetricians /gynecologists  are  lower  than  those 
for  internists  but  higher  than  for  family  and 
general  practitioners.    The  average  fee  for 
general  and  family  practice  physicians  is  higher 
than  for  pediatricians  and  obstetricians/ 
gynecologists  for  a  periodic  examination  but 
lower  for  other  office  visits.  The  periodic 
examination  fee  for  general  and  family  practice 
for  adult  preventive  care  and  the  periodic 
examination  fee  for  pediatricians  for  children 
are  used  to  estimate  the  average  fees  likely  to 
be  charged  for  these  health  examinations.    Thus 
the  1992  fees  used  for  periodic  examinations 
are  $69  for  adults  and  S47  for  children. 

Sources  of  Payment  Data 

A  number  of  insurance  organizations  were 
contacted  to  obtain  average  or  maximum 
payment  levels  for  specific  preventive  services. 
Ten  Blue  Cross  and  Blue  Shield  plans  and  three 
large  insurance  companies  gave  payment  rates 
for  at  least  half  of  the  services.    Most  of  the 


TABLE  2 
Average  1992  Fees  for  Periodic  Examinations 


Specialty 

Periodic  Exam 

Established  Patient  Visit 

New  Patient  Visit 

General/Family  Practice 

$   69 

$    37 

S    55 

Internal  Medicine 

91                                         49 

117 

Obstetrics/Gynecology 

64 

56 

89 

Pediatrics 

47 

44 

67 

Source:  Physician  Marketplace  Statistics  1992,  AMA,  1993. 

Blue  Cross  and  Blue  Shield  plans  provided  the 
maximum  payment  levels  for  the  services.    One 
insurance  company  provided  average  national 
payment  rates.    The  other  two  insurance 
companies  provided  maximum  payment  rates  in 
the  area  where  their  main  office  is  located.    The 
average  payment  levels  are  preferred  because 
they  reflect  what  is  paid  by  the  insurers. 
However,  maximum  payment  levels  (also 
known  as  fee  schedules  or  Usual,  Customary, 
and  Reasonable  [UCR]  levels)  are  more  readily 
available  than  average  payment  levels.   The 
maximum  payment  levels  may  be  only  10 
percent  to  15  percent  higher  than  the  average 
payment  levels  for  Blue  Cross  and  Blue  Shield 
plans.    The  maximum  payments  for  the  one 
insurance  company  providing  both  types  of 
payment  levels  for  some  of  the  services  were  25 
to  60  percent  higher  than  the  average  payments. 

The  means  for  provider  payments  from  the  13 
insurance  organizations  are  shown  in  Table  3. 
These  means  are  based  on  the  unweighted 
responses  for  each  service.    Although  responses 
are  from  different  regions  of  the  country,  the 
means  may  not  be  representative  of  a  weighted 
national  average.   Also,  because  most  of  the 
insurers  gave  maximum  payment  levels,  the 
means  may  be  higher  than  the  average  actual 
payments  to  providers.    No  separate  Current 
Procedural  Terminology  (CPT)  code  exists  for 
hepatitis  B  vaccination  for  infants.    The  average 
or  maximum  payment  reported  by  the  insurers 
was  for  the  adult  dose  of  hepatitis  B.  which  is 
larger  and  more  expensive  than  the  dose  used 
for  infants.    The  same  mean  insurance  payment 
for  DTP  of  $25  was  used  for  the  hepatitis  B 
vaccination  for  infants  because  the  commercial 
prices  for  the  two  were  similar  ($997  for  DTP 
and  $10.71  for  hepatitis  B). 


Medicare  payments  for  the  identified  services 
also  are  provided  in  Table  3-    For  the  periodic 
examination  payment,  physician  visit  codes 
99204  for  new  patients  and  99214  for  established 
patients  are  used.    They  represent  the  fourth 
most  comprehensive  of  the  five  visit  codes 
included  on  the  Medicare  fee  schedule. 
Assuming  that  three  visits  for  an  established 
patient  occur  for  each  visit  for  a  new  patient, 
the  weighted  average  is  1.79  relative  value 
units.    Applying  the  1992  conversion  factor  of 
S30  per  relative  value  unit  without  geographic 
adjustments,  the  1992  Medicare  payment  is  $54. 
Laboratory  payments  are  those  from  the 
laboratory  fee  schedule.    Medicare  currently 
covers  one-time  pneumococcal  vaccine, 
screening  mammograms  every  2  years,  and 
screening  Pap  smears  every  3  years.    Private 
insurance  payments  for  tetanus  and  diphtheria 
and  influenza  immunizations  are  used  for 
Medicare. 

Table  4  shows  average  provider  payments  per 
year  for  different  age  groups.    Also  shown  are 
average  payments  by  age  group  assuming 
provider  payments  for  all  services  except 
physician  visits  are  15  percent  lower  than  the 
means  from  the  insurers'  responses.    The 
payments  over  an  average  lifetime  from  ages 
0  to  75  are  $72  to  $~8  per  year  for  females  and 
S52  to  $55  per  year  for  males  in  1992  dollars. 

Costs  for  Different  Insurance 
Program  Provider  Payments, 
Assuming  100  Percent  Participation 

Age  and  sex  distributions  from  the  March  1991 
Current  Population  Survey  (CPS)  were  used  to 
calculate  the  costs  of  provider  payments  for 
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TABLE  3 

Reimbursement  to  Providers 

(Fees  Paid  by  Insurance) 


Mean  1992 

1992 

Insurance  Company 

Medicare 

Service 

CPT  Code 

Fees 

Fees 

Physician  Visit 

$   69  adults 
47  children 

$    54.00 

DPT 

90701 

25 

MMR 

90707 

44 

OPV 

90712 

22 

Td 

90718 

14 

Influenza 

90724 

13 

HBV 

90731 

54 

Pneumococcal 

90732 

20       • 

Hib 

90737 

27 

Mammogram 

76092 

90 

56.76 

Urinalysis 

81000 

14 

4.81 

Cholesterol 

82465 

17 

6.61 

Lead,  blood 

83655 

46 

17.75 

Hematocrit 

85014 

12 

3.60 

Gonorrhea 

87072 

27 

11.80 

Chlamydia 

87110 

47 

29.90 

Pap  smear 

88150 

21 

7.89 

Audiogram 

92552 

30 

different  insurance  programs.    The  CPS  includes 
persons  with  employer-sponsored  health 
insurance  and  Medicare.    Provider  payments  are 
combined  with  the  age  distributions  to  calculate 
total  costs  and  average  costs.    Employer  and' 
insurance  groups  with  different  age  distributions 
may  have  higher  or  lower  costs. 

Average  monthly  costs  per  family,  per  child,  for 
single  adult  coverage,  and  per  Medicare 
beneficiary  are  included  in  Table  5.    Insurance 
families  comprise  an  average  of  2.1  adults  over 
the  age  of  19  and  1.1  children.    Total  average 
monthly  benefit  for  families  is  calculated  by 
adding  the  costs  of  adults  and  children  with 
family  coverage  and  dividing  by  the  number  of 
families.    The  total  monthly  benefit  for  persons 
with  single  coverage  is  calculated  as  a  unisex 
rate  by  adding  the  costs  for  females  and  males 
and  dividing  by  the  total  number  of  persons 
with  single  coverage.    In  the  calculation  of 


additional  laboratory  requirements,  24  percent  of 
all  females  with  single  coverage  are  estimated 
to  have  more  than  one  sexual  partner.    Separate 
rates  are  calculated  for  women/men  by  taking 
the  costs  for  all  female/male  adults  and  dividing 
by  the  number  with  single  coverage. 

Medicare  monthly  costs  are  also  shown  in 
Table  5,  under  the  assumption  of  100  percent 
participation.   The  Medicare  total  is  the 
summed  cost  of  all  of  the  recommended 
preventive  services  for  Medicare  beneficiaries 
whether  or  not  they  are  covered  currently  by 
Medicare.    The  assumption  in  this  report  is  that 
no  physician  visits  associated  with  the  receipt  of 
clinical  preventive  services  are  covered 
currently.    Estimated  monthly  incremental  costs 
required  to  cover  all  Medicare  beneficiaries  for 
the  full  complement  of  recommended  services 
is  $6.89. 


TABLE  4 

1992  Costs  for  All  Recommended  Preventive  Services  In  Dollars 

(Payments  to  Providers) 


Immunizations 
Per  Year 

Tests 
Per  Year 

Physician 

Visits 
Per  Year 

Total  Per  Year  Total  Per  Year 
Using  Maximum  Using  Lower 
Insurance         Insurance 
Fees                  Fees 

1.    Children  Under 
Private  Insurance 

Ages  0-5 
Ages  6-19 
Ages  0-19 

77 

1 

24 

20 

0 
6 

71 
17 
33 

$167 
18 

62 

$152 
18 
58 

II.  Female  Adults  Under 
Private  Insurance 

Ages  20-39 
Ages  40-64 
Ages  65-75 

1 

1 

17 

14 
43 
76 

31 
36 
69 

$46 

80 

162 

$44 

73 

148 

Total  20-75 

4 

39 

41 

84 

78 

III.  Male  Adults  Under 
Private  Insurance 

Ages  20-39 
Ages  40-64 
Ages  65-75 

1 

1 

17 

3 

3 

35 

24 
36 
69 

$29 

40 

121 

$28 

40 

113 

Total  20-75 

4 

10 

38 

52 

50 

IV.  Private  Insurance 
Lifetime  Total 

Females  0-75 
Males  0-75 

9 
9 

30 
*     9 

39 

37 

$78 
55 

$72 
52 

V.  Medicare  Total 

Females  65-75 
Males  65-75 

17 
17 

28 
2 

54 
54 

$99 
451 

VI.  Medicare 

(Costs  in  Addition 
to  Current  Coverage) 

Females  65-75 
Males  65-75 

16 
16 

2 
2 

54 
54 

$71 
71 

Participation  Levels:  Available  Data 

Even  if  insurance  is  provided  for  preventive 
services,  not  everyone  will  receive  all  of  the 
recommended  services.    Participation  rates  are 
estimated  based  on  utilization  data  on  preven- 
tive services  from  population  surveys  and 
special  studies  such  as  the  INSURF.  project"  and 
the  RAND  Health  Insurance  Experiment.2 


While  the  percentage  of  school-age  children 
who  were  fully  immunized  by  age  2  is  reported 
as  below  56  percent/3  in  1990,  97  percent  of 
school-aged  children  were  immunized  for  polio 
and  DTP  and  98  percent  were  immunized  for 
measles,  mumps,  and  rubella."1    Few  data  exist 
on  the  newer  immunizations,  i.e.,  hepatitis  B 
and  Haemophilus  influenzae  type  b  conjugate 
(Hib)  for  infants. 


9 


TABLE  5 
1992  Monthly  Costs  of  Preventive  Services  in  Dollars 

(Provider  Payments  Only;  Assuming  100  Percent  Participation) 


Laboratory 

and  Other 

Physician 

Total 

Immunizations 

Tests 

Visits 

Costs 

1.    Private  Insurance 

A.  Family  Total 

$  2.77 

$  2.71 

$  9.20 

$  4.68 

Children 

2.27 

0.11 

3.05 

5.43 

Adults 

0.50 

2.60 

6.15 

9.25 

Female  Adults 

0.24 

2.31 

3.16 

5.71 

Male  Adults 

0.26 

0.29 

2.99 

3.54 

B.  Single  Total 

0.24 

1.93 

3.22 

5.39 

Females 

0.30 

3.69 

3.98 

7.97 

Males 

0.19 

0.31 

2.52 

3.02 

II.   Medicare  Total 

1.16 

1.51 

4.22 

6.89 

Females 

1.19 

2.41 

4.30 

7.90 

Males 

1.12 

0.12 

4.14 

5.38 

III.  Medicare  (Costs  in 

Addition  to  Current 

Coverage) 

1.08 

0.13 

4.22 

5.42 

Females 

1.11 

0.14 

4.30 

5.55 

Males 

1.04 

0.12 

4.14 

5.30 

The  National  Health  Interview  Survey  (NHIS) 
reported  that  69  percent  of  children  between 
the  ages  of  5  and  16  years  had  a  physical 
examination  once  at  ages  5  and  6  and  once 
every  2  years  from  ages  7  to  16.65  The 
percentage  was  lower  for  children  with  family 
incomes  below  the  poverty  level  (62  percent) 
but  higher  for  children  with  Medicaid  (83 
percent).    The  1991  NHIS  supplement  on  health 
promotion  and  disease  prevention  shows  a 
steadily  increasing  pattern  of  routine  checkups 
for  men  beginning  at  age  20.    During  the 
decade  between  20  and  29,  65  percent  of  the 
population  reported  a  checkup  within  the  past 
3  years,  while  in  the  over  65  age  group,  67 
percent  of  men  reported  a  routine  checkup 
within  the  previous  year,  and  over  90  percent 
visited  within  the  previous  2  years.   Women's 
visit  rates  for  routine  checkups  are  higher  in  the 
earlier  decades,  approaching  85  percent  every  3 
years  from  20  to  39,  and  then  falling  off  in  later 
decades."'' 

Immunizations  and  other  preventive  services  for 
adults  are  less  widely  utilized.    According  to  the 
NHIS,'"  69  percent  of  men  and  80  percent  of 
women  had  their  blood  pressure  measured  in 


1990.    About  41  percent  of  persons  65  years  of 
age  and  over  were  immunized  for  influenza, 
and  14  percent  were  immunized  with  the 
pneumococcal  vaccine  in  19S9.f'"  The  percentage 
of  elderly  persons  immunized  may  have 
increased  with  Medicare's  recent  coverage  of 
the  pneumococcal  vaccine. 

The  Centers  for  Disease  Control  and  Prevention 
publishes  data  from  its  Behavioral  Risk  Factor 
Surveillance  System.   In  1989,  55  percent  of 
women  aged  40  and  over  had  a  mammogram  in 
the  previous  2  years.68   The  figures  are  as  high 
as  64  percent  for  women  aged  50  to  59  but 
lower  for  women  aged  70  and  over  (45 
percent).    The  1990  NHIS  reported  that  81 
percent  of  women  aged  18  and  over  had 
received  a  Pap  smear  within  the  past  3  years/1 

Self-reporting  of  preventive  services  may  be 
overstated.    In  a  study  of  use  of  mammography, 
no  documentation  could  be  found  for  7  percent 
of  the  women  who  reported  receipt  of  a 
mammogram.69   About  27  percent  of  the  women 
incorrectly  thought  they  had  had  a  mammogram 
within  the  last  year,  but  the  date  of  their 
mammogram  was  earlier. 
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In  n  1989  study  population  of  18,053  employees 
of  different  companies  who  volunteered  to 
complete  a  health  profile,  86  percent  had 
received  a  blood  pressure  test  administered  by 
a  health  professional  within  the  past  year,  and 
59  percent  had  a  tetanus  shot  within  the  last  10 
years.""   Eighty-one  percent  of  women  had  a 
breast  examination  by  a  health  professional  in 
the  last  year.   This  study  population  was  mostly 
white  collar  and  well  educated;  thus,  they  were 
more  likely  to  be  aware  of  the  benefits  of 
prevention  than  the  general  population. 

The  INSURE  project  was  an  experimental  study 
of  preventive  sen-ices  funded  by  insurance 
companies,  private  foundations,  and  the 
Federal  Government.""1    Physicians  were 
educated  on  the  importance  of  preventive  care. 
Their  patients  were  offered  preventive  services 
fully  paid  through  INSURE,  without  any  cost 
sharing.    In  a  report  of  use  of  preventive 
services  during  March  1982  to  September  1983, 
3S  percent  of  die  1,633  patients  received  a 
physical  examination.    Participation  varied  by 
age:    23  percent  of  those  aged  18  to  24,  26 
percent  of  those  aged  75  and  older,  46  percent 
of  those  aged  40  to  59,  and  51  percent  of 
children  aged  2  to  5  received  a  physical 
examination.    The  utilization  rates  also  varied 
significantly  at  the  three  study  sites. 

The  RAND  Health  Insurance  Experiment  also 
found  that,  even  with  insurance  covering  all  of 
the  costs,  preventive  services  were  not  used  by 
many  of  the  enrollees.:   Only  44  to  60  percent 
of  the  infants  received  recommended  vaccines. 
Very  few  adults  received  the  tetanus  and 
influenza  vaccines.    Less  than  8  percent  of 
women  aged  45  to  65  had  a  mammogram,  and 
57  to  66  percent  of  women  aged  17  to  65  had 
Pap  smears. 

There  are  few  studies  of  the  number  of  persons 
who  have  more  than  one  sexual  partner. 
The  National  Opinion  Research  Center  has 
conducted  four  annual  surveys  on  this  subject 
and  provided  data  by  marital  status  for  1988. ": 
Only  2  percent  of  married  women  and  5 
percent  of  married  men  reported  having  more 
than  one  sexual  partner  in  the  previous  year. 
For  single  women,  the  rates  were  40  percent 
for  women  under  30,  30  percent  for  women 
aged  30  to  49,  and  12  percent  for  women  aged 
50  and  over.    These  percentages  are  from  a 
general  population,  not  just  those  with 
insurance,  thus  they  may  be  considered  high 


estimates.    These  percentages  are  used  to 
estimate  the  number  of  women  who  have  more 
than  one  partner  and  who  have  single  coverage. 
The  costs  for  females  with  family  coverage  are 
very  small  (less  than  2  percent)  compared  with 
total  family  costs;  therefore,  they  are  not 
included.    Fifty  percent  of  females  with  more 
than  one  partner  are  assumed  to  receive  the 
recommended  services. 

Participation  Levels  Used 
in  Premium  Determination 

In  general,  participation  levels  are  found  to  be 
lower  when  based  on  medical  records  than 
when  based  on  self-report.    For  purposes 
of  premium  calculation,  estimates  are  for 
participation  levels  that  are  higher  than  those 
from  the  INSURE  and  RAND  projects  but 
somewhat  lower  than  those  reported  by 
population  surveys.    Participation  rates  used  in 
this  analysis  are  shown  in  Table  6. 

A  participation  level  of  90  percent  is  used  for  all 
childhood  immunizations,  which  is  calculated  as 
a  weighted  average  of  97  percent  for  the 
required  vaccines  and  77  percent  for  the  other 
vaccines.    While  a  much  lower  percentage  of 
children  receive  these  immunizations  prior  to 
the  age  of  2,  by  the  time  they  enter  school, 
nearly  universal  immunization  is  accomplished. 

For  adults,  a  50  percent  participation  level  is 
estimated  for  immunizations.    For  services  other 
than  immunizations,  participation  level  estimates 
are  aggregated  from  the  existing  information  on 
utilization  of  component  aspects  of  the  package 
of  services.    The  lower  participation  rates  for 
older  women  take  into  account  the  higher 
frequency  and  number  of  recommended 
services. 

Total  Benefits 

for  Preventive  Services 

Table  7  summarizes  the  monthly  benefit  costs 
for  family  and  single  coverage  and  Medicare  for 
the  preventive  services  package.   These  benefit 
costs  include  only  the  payments  to  providers 
and  are  calculated  using  the  payment  rates  per 
service,  the  age  and  sex  distributions,  and 
participation  rates.    Overall  monthly  benefit 
costs  are  then  calculated  for  family  and  single 
coverage. 
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TABLE  6 

Participation  Rates  for 

Preventive  Services 


Rates  for 

Rates  for 

Age 

Females  (%) 

Males  (%) 

0 

80 

80 

1 

70 

70 

2 

70 

70 

3 

70 

70 

4 

5 

90 

90 

6 

7 

8 

60 

60 

9 

10 

11 

60 

60 

12 

13 

60 

60 

14 

15 

60 

60 

16 

17 

60 

60 

18 

19 

20-24 

85 

50 

25-29 

85 

50 

30-34 

85 

so- 

35-39 

85 

so 

40-44 

75 

60 

45-49 

75 

60 

50-54 

75 

70 

55-59 

75 

70 

60-64 

75 

70 

65-69 

75 

70 

70-74 

75 

70 

75-79 

75 

70 

80-84 

75 

70 

85+ 

75 

70 

Premiums 

This  section  provides  estimates  of  the  premiums 
insurers  would  charge  for  the  previously 
described  preventive  services  package  under 
private  health  insurance  plans  and  the  costs 
of  adding  preventive  services  to  the  Medicare 
program.    These  premiums  are  calculated  from 
the  payment  rates,  expected  participation  rates, 
and  insurers'  administrative  costs. 

Pavments  to  providers,  the  benefit  cost,  are  the 
major  expense  of  insurance  companies. 
However,  other  expenses  need  to  be  included 
in  the  premiums  charged  to  cover  preventive 
services.    All  health  plans,  including  self-insured 
plans,  process  claims  and  have  general 
administrative  expenses.    For  employers  and 
other  organizations  that  purchase  insurance 
from  Blue  Cross  and  Blue  Shield  plans  or 
insurance  companies,  additional  administrative 
costs  include  premium  taxes,  risk  and  profit, 
marketing  expenses,  and  sales  commissions. 

The  largest  groups  are  charged  the  lowest 
administrative  costs  because  of  economies  of 
scale  in  claims  processing  and  marketing. 
Smaller  groups  are  charged  more  because  of 
higher  turnover,  risk,  and  sales  commissions. 
Total  administrative  costs  are  estimated  at  8 
percent  of  benefit  payments  to  providers  for  self- 
insured  plans,  S  to  15  percent  for  groups  with 
more  than  25  persons,  and  13  to  4S  percent  for 
individual  or  nongroup  insurance.    These 
administrative  expenses  are  higher  than  the 
average  administrative  costs  of  large  plans, 
which  can  be  as  low  as  3  or  4  percent,  because 
it  is  more  expensive  to  administer  the  relatively 
small  claims  for  physician  visits,  immunizations, 
and  tests.    The  administrative  costs  for  Medicare 
are  estimated  at  3  percent  based  on  the  1992 
Medicare  Trustees  Report  for  physician  and 
outpatient  services. 

The  estimated  1992  premiums  for  including 
preventive  services  in  self-insured  plans  are 
shown  in  Table  8.    Self-insured  plans  would 
charge  about  SI  1.66  per  month  for  families  and 
$3-48  per  month  for  single  coverage.    Preven- 
tive care  would  increase  Medicare  premiums  by 
S3- 82  per  month  for  each  beneficiary.    Health 
plans  with  25  or  more  persons  would  charge 
SI  1.66  to  SI 2.42  for  families  and  S3-48  to  $3~0 
for  single  coverage  (not  shown  in  Table  8).    For 
persons  purchasing  individual  insurance 
policies,  premiums  would  be  $12.20  to  S15.9S 
for  families  and  $3-64  to  $4.77  for  single  coverage. 
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TABLE  7 
1992  Monthly  Benefit  Costs*  of  Preventive  Services 

(By  Different  Types  of  Insurance) 


Laboratory 

and  Other 

Physician 

Total 

Immunizations 

Tests 

Visits 

Costs 

1.    Private  Insurance 

A.  Family  Total 

$2.27 

$  2.03 

$6.50 

$  10.80 

Children 

2.02 

0.07 

2.16 

4.25 

Adults 

0.25 

1.96 

4.34 

6.55 

Female  Adults 

0.12 

1.78 

2.49 

4.39 

Male  Adults 

0.13 

0.17 

1.85 

2.15 

B.  Single  Total 

0.12 

1.20 

1.91 

3.23 

Females 

0.15 

2.31 

2.41 

4.87 

Males 

0.10 

0.17 

1.45 

1.72 

II.  Medicare  Total 

0.58 

1.13 

3.08 

4.79 

Females 

0.59 

1.81 

3.23 

5.63 

Males  0.56 

0.08 

2.88 

3.52 

III.  Medicare  (Costs  in 

- 

Addition  to  Current 

Coverage) 

0.54 

0.09 

3.08 

3.71 

Females 

0.56 

0.10 

3.23 

3.89 

Males  0.52 

0.08 

2.88 

3.48 

■Provider  payments  only  at  expected  participation  levels. 


TABLE  8 
1992  Monthly  Premiums*  for  Preventive  Services 

(By  Different  Types  of  Insurance) 


Immunizations 

Laboratory 

and  Other 

Tests 

Physician 
Visits 

Total 
Premiums 

1.    Self-Insured  Plans 

Family 
Single 

$  2.45 
0.13 

$  2.19 
1.30 

$  7.02 
2.06 

$  11.66 
3.48 

II.  Total  Medicare 

0.60 

1.16 

3.17 

4.93 

III.  Medicare  (Costs  in 
Addition  to  Current 
Coverage) 

0.58 

0.09 

3.17 

3.85 

■Premiums  include  provider  payments  and  claims  processing. 
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These  additional  premiums  are  relatively  low 
compared  with  total  premiums.    In  1991,  the 
average  weighted  premiums  under  an 
employer's  plan  were  $351  per  month  for 
family  coverage  and  $149  for  single  coverage."3 
If  these  premiums  increased  10  percent  per 
year,  the  premiums  would  have  been  $386  for 
family  coverage  and  $163  for  single  coverage  in 
1992.    Adding  preventive  care  would  increase 
the  average  premiums  by  3  percent  or  less  for 
policies  that  do  not  include  this  coverage. 
Many  clinical  preventive  services  already  are 
covered  by  insurers;  therefore,  the  costs 
discussed  in  this  report  should  not  necessarily 
be  considered  as  totally  additional  to  current 
average  premium  costs.   Also,  some  preventive 
sen-ices  may  be  paid  by  insurers  in  the  absence 
of  specific  coverage  because  the  preventive  care 
occurs  at  the  same  visit  as  a  service  for  a 
specific  medical  condition  or  the  sen-ice  is 
coded  as  if  there  were  a  medical  diagnosis. 

The  premiums  estimated  here  are  predicated  on 
the  use  of  preventive  senices  at  participation 
levels  above  what  is  reported  in  insurance- 
based  studies  of  utilization.    In  the  first  few 
vears  of  inclusion  of  these  senices  in  a  benefit 
package,  policyholders  may  not  be  aware  of  the 
coverage,  and  utilization  levels  may  not  be 
as  high  as  assumed  in  this  report. 


Cost  Estimates  of  Other  Groups 

In  parallel  with  the  ARC  and  PHS  staff,  six 
member  organizations  of  the  National 
Coordinating  Committee  on  Clinical  Preventive 
Senices  (NCCCPS)  collected  information  on  the 
pricing  of  recommended  clinical  preventive 
senices  for  presentation  and  discussion  at  the 
NCCCPS  December  meeting.   Time  and  resource 
constraints  prohibited  random  sampling  or 
more  extensive  and  systematic  data  collection; 
therefore,  convenience  samples  were  used  to 
obtain  estimates  on  the  pricing  of  clinical 
preventive  senices.   The  numbers  were  not 
intended  to  suggest  appropriate  pricing  of 
sen-ices  but  did  sene  as  a  basis  for  comparison 
with  the  ARC  report. 

While  within  senices  there  was  substantial 
intragroup  variation,  the  ARC  numbers  were 
within  20  percent  of  the  mean  in  all  cases,  with 
the  exception  of  screening  mammography. 
Here  the  ARC  reported  charge  was  S90, 
compared  with  the  mean  of  $71.33  for  the 
organizations  furnishing  comparison  data.  The 
NCCCPS  member  organizations  that  reviewed 
pricing  of  sen-ices  were  American  Academy  of 
Family  Physicians.  American  Academy  of 
Pediatrics,  American  Association  of  Colleges 
of  Nursing,  Society  of  Teachers  of  Family 
Medicine,  Blue  Cross  and  Blue  Shield,  and 
American  Nurses  Association. 
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ISSUES  RELEVANT  TO  COST  ESTIMATES 


A  number  of  issues  that  bear  on  the  true 
cost  of  fully  insuring  preventive  services 
emerged  from  discussions  held  with  the 
National  Coordinating  Committee  on  Clinical 
Preventive  Services  and  the  Agencies  of  the 
U.S.  Public  Health  Service.   They  are  discussed 
below. 

Cost-Sharing  and  Deductibles.   The  RAND 
Health  Insurance  Experiment  found  that 
utilization  of  preventive  services  with  20  percent 
co-insurance  was  82  percent  of  the  utilization 
without  cost  sharing  for  young  children  and 
SS  percent  of  the  utilization  of  Pap  smears  for 
women  aged  17  to  44. :   A  study  of  $5 
co-payments  for  preventive  visits  in  a  health 
maintenance  organization  (HMO)  showed  a  14 
percent  decrease  in  physical  examinations  but 
no  significant  effect  on  childhood  immunizations 
or  cancer  screening  tests  on  women."" 

The  premiums  reported  here  for  the  addition  of 
preventive  services  assume  no  cost  sharing  or 
deductibles  for  patients.    Medicare  does  not 
charge  beneficiaries  the  usual  20  percent 
co-insurance  on  laboratory  tests  and  exempts 
pneumococcal  vaccines  from  deductibles  and 
co-insurance.    Some  State  mandates  exempt 
preventive  sen-ices  from  cost  sharing.   The 
evidence  suggests  that  requirements  for  co- 
insurance will  decrease  utilization  of  services  bv 
approximately  15  percent  in  the  general 
population,  with  a  somewhat  greater  effect  on 
lower  socioeconomic  status  groups.    Premium 
costs  in  the  short  run  would  be  lessened  by 
making  use  of  co-insurance,  but  total  expenses 
could  increase  if  missed  preventive  services 
result  in  higher  costs  later. 

Other  Care  Deliverers/Other  Settings. 

Alternate  delivery  systems  have  the  potential  to 
lower  the  costs  of  delivering  clinical  preventive 
services.    Provision  of  preventive  sen  ices  in 
school,  worksite,  health  department,  and  other 
community  settings  can  decrease  the  cost  of  the 
delivery  of  packages  at  the  same  time  that  it 
increases  their  accessibility'. 


Uninsured  and  vulnerable  populations  who  are 
poorly  integrated  into  health  care  systems  may 
require  additional  outreach  programs  to 
enhance  their  access  to  these  sen-ices. 
Programs  undertaken  for  these  populations  are 
not  anticipated  to  lower  the  costs  of  the 
packages.    The  use  of  alternate  delivery  sites 
requires  careful  coordination  with  other  health 
care  systems  to  ensure  that  clinical  preventive 
sen-ices  are  imbedded  within  the  continuum  of 
medical  care. 

Systems  Efficiencies  and  Economies  of 
Scale.    Administrative  cost  savings  can  be 
anticipated  with  the  packaging  of  ciinical 
preventive  sen-ices.    Less  administrative  work 
will  be  needed  to  reimburse  grouped  senices 
than  would  be  required  for  delivery  of  the 
semces  individually,  providing  efficiencies  in 
traditional  insurance  payment  mechanisms. 
Additionally,  administrative  costs  are  likely  to 
decrease  with  health  care  reform.    For  example, 
with  the  growth  of  HMOs  and  capitated 
payments,  papenvork  associated  with  claims  for 
preventive  packages  would  be  expected  to 
virtually  disappear. 

For  certain  clinical  preventive  senices.  economies 
of  scale  can  be  predicted  as  system  capacities 
are  used  more  efficiently.    For  example,  the 
capacity  of  U.S.  mammography  equipment  was 
projected  in  1991  to  be  greater  than  three  times 
the  amount  of  current  usage  and  well  beyond 
what  would  be  required  if  women  were  to 
respond  to  National  Cancer  Institute  recommen- 
dations.   Excess  capacity  was  estimated  to 
contribute  to  a  100  percent  increase  in  cost  per 
individual  examination."5    As  the  utilization  of 
clinical  preventive  senices  increases  in  the 
population,  economies  of  scale  in  laboratory- 
related  sen'ices  can  be  anticipated. 

Primary  Care  Health  Professional 
Shortages.    The  United  States  lacks  adequate 
number  of  primary  care  providers.    Generalists 
have  decreased  in  number  significantly  over  the 
past  two  decades.    In  1965,  45  percent  of  all 
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private  practitioners  were  in  general  practice.  6 
In  1992,  family  physicians  and  general 
practitioners  composed  11.4  percent  of  all 
physicians,  and  39  percent  overall  were  care 
specialties,  including  family  and  general 
practice,  pediatrics,  internal  medicine,  and 
obstetrics/gynecology.77 

Currently  there  are  23,659  practicing  nurse 
practitioners  (NPs)"8  and  21,633  physician 
assistants  (PAs)."9  The  demand  for  NPs  and  PAs 
is  greater  than  the  supply,  as  demonstrated  by- 
widespread  vacancies  in  positions.8"   An  Office 
of  Technology  Assessment  study  concluded  that 
the  care  given  by  NPs,  PAs,  and  certified  nurse 
midwives  in  prevention  compares  favorably 
with  that  given  by  physicians.61 

To  the  extent  that  the  full  complement  of 
preventive  services  is  not  within  the  scope  of 
traditional  practice  because  of  a  lack  of  training 
or  skills  in  a  particular  area  of  the  periodic 
health  examination,  efforts  to  re-train  practicing 
physicians  will  be  important.    Broadened 
training  of  some  primary  care  professionals  and 
an  overall  increase  in  the  number  of  persons 
entering  primary  care  will  be  required  to 
guarantee  adequate  personnel  to  furnish  these 
services  in  a  cost-efficient  manner. 

Delivery  of  Services  in  Packages.   The 

bundling  of  sen-ices  assumes  both  an  adequate 
number  of  primary  care  health  professionals 
available  to  deliver  comprehensive  preventive 
care,  as  well  as  provider  compliance  in  - 
providing  the  full  array  of  services.    Economies 
in  service  delivery  are  captured  only  if  the 
entire  package  is  delivered  during  a  single  visit. 

Recent  work  suggests  that  physicians  do  not 
deliver  preventive  services  in  a  packaged  form. 
An  analysis  of  data  from  the  1989/90  National 
Ambulatory  Medical  Care  Survey  reviewed 
bundling  of  Pap  smears  and  breast  cancer 
screening  with  other  preventive  sen-ices  in 
women  aged  45  and  older.  Subspecialty 
internists,  obstetricians/gynecologists,  family 
and  general  practitioners,  and  general  internists 
bundled  five  or  more  preventive  services  in  13 
percent,  21  percent,  25  percent,  and  31  percent 
of  visits,  respectively.*2 

Effect  of  Increased  Reimbursement  for 
Cognitive  Seiiices.    Disparities  in  reimbursement 
for  cognitive  versus  procedure-oriented  visits 


historically  have  disfavored  primary  care 
providers.    In  an  effort  to  increase  incentives 
for  primary  care  clinicians.  Medicare's  Resource- 
Based  Relative  Value  Scale,  implemented  in 
1992,  was  designed  to  increase  gradually 
payment  for  the  cognitive  work  that  predominates 
in  much  of  primary  care  and  decrease 
reimbursement  for  the  procedures  generally- 
performed  by  specialists.    While  primary  care 
providers  were  expected  to  see  a  rise  in 
reimbursement  by  approximately  30  percent 
over  a  5-year  phase-in,63  p'    recent  work" 
suggests  that  current  mechanisms  for  allocating 
practice  costs  result  in  significantly  lower 
payments  to  primary  care  providers  than  was 
originally  envisioned  under  physician  payment 
reform.    To  the  extent  that  health  care  reform 
will  revise  fee  structures  to  reimburse  more 
generously  nonprocedural  medical  care,  a 
proportionate  increase  in  the  cost  of  the 
outlined  packages  will  be  seen. 

Induced  Costs  of  Insuring  Clinical 
Preventive  Services.    The  costs  of  the 
packages  do  not  include  information  about 
additional  induced  costs  that  will  stem  from 
positive  screening  tests  and  unanticipated 
clinical  consequences  of  other  preventive 
interventions.    For  example,  abnormal  Pap 
smears  generate  repeat  Pap  smears  and 
colposcopy,  abnormal  mammograms  generate 
breast  biopsies,  elevated  cholesterol  levels 
generate  repeat  tests,  and  immunizations  can 
generate  undesired  side-effects. 

In  screening,  the  identification  of  a  true 
positive — where  a  patient  is  identified  as  having 
an  abnormality  that  further  testing  confirms — 
creates  neither  financial  nor  medical  dilemmas 
from  a  policy  perspective.    The  false  identifica- 
tion of  an  abnormality  leading  to  further  testing 
and  expense,  as  well  as  possible  untoward 
medical  outcomes,  is  more  problematic. 
Screening  tests  covered  under  a  core  benefit 
package  should  discriminate  with  reasonable 
accuracy  between  the  true  presence  and  true 
absence  of  a  pathologic  condition,  and  the  tests 
generated  when  a  possible  abnormality  is 
discovered  should  have  an  acceptable  level  of 
risk  and  cost  associated  with  them.    The  U.S. 
Preventive  Senices  Task  Force  considered  these 
issues  in  making  its  recommendations  and 
chose  not  to  include  those  intenentions  for 
which  potential  adverse  effects  were  of 
significant  clinical  concern  or  which  could 


17 


TABLE  9 
Targeted  Tests  for  High-Risk  Populations 


Test  or  Immunization 

High-Risk  Group 

Hemoglobin  electrophoresis 

Newborns  of  Caribbean,  Latin  American,  Asian, 
Mediterranean,  or  African  descent. 

Tuberculin  skin  test 

Household  members  of  persons  with  tuberculosis  or  others 
at  risk  for  close  contact  with  the  disease;  recent  immigrants  or 
refugees  from  countries  in  which  tuberculosis  is  common 
(e.g.,  Asia,  Africa,  Central  and  South  America,  Pacific  Islands); 
family  members  of  migrant  workers;  residents  of  homeless 
shelters;  or  persons  with  certain  underlying  medical  disorders. 

Rubella  antibodies 

Females  of  childbearing  age  lacking  evidence  of  immunity. 

Hearing  test 

Persons  exposed  regularly  to  excessive  noise  in  recreational 
or  other  settings. 

Pneumococcal  vaccine  (<65) 

Persons  with  medical  conditions  that  increase  the  risk  of 
pneumococcal  infection  (e.g.,  chronic  cardiac  or  pulmonary 
disease,  sickle-cell  disease,  nephrotic  syndrome,  Hodgkin's 
disease,  asplenia,  diabetes  mellitus,  alcoholism,  cirrhosis, 
multiple  myeloma,  renal  disease,  or  conditions  associated  with 
immunosuppression). 

Influenza  vaccine  (<65) 

Residents  of  chronic  care  facilities  or  persons  suffering 
from  chronic  cardiopulmonary  disorders,  metabolic 
disease  (including  diabetes  mellitus),  hemoglobinopathies, 
immunosuppression,  or  renal  dysfunction. 

Mammograms 

Women  aged  35  and  older  with  a  family  history  of 
premenopausal^  diagnosed  breast  cancer  in  a  first-degree 
relative. 

Colonoscopy 

Persons  with  a  history  of  familial  polyposis  coli  or  cancer 
family  syndrome. 

generate  large  increases  in  health  care 
expenditures  when  performed  on  a  large 
segment  of  the  population. 

There  are  no  available  estimates  of  the  amount 
of  induced  costs  that  will  flow  from  universal 
coverage  of  the  screening  tests  and  other 
preventive  services  outlined  in  this  report. 
Uptake  of  services  will  increase  for  persons 
previously  uninsured  and  will  cause  further 
clinical  investigation  in  instances  where 
screening  tests  have  erroneously  identified 
abnormalities.    However,  in  many  instances, 
wider  screening  will  result  in  the  identification 
of  illnesses  early  in  their  course,  when  simpler 
and  less  expensive  therapies  will  suffice. 

Type  and  Periodicity  of  Tests.  For  some 
populations,  the  circumscribed  set  of  sen  ices 
covered  by  a  packaged  approach  will  result  in 
a  decrease  in  the  frequency  of  use  of  certain 
services  (e.g.,  Pap  smears,  mammograms. 


cholesterol  screening)  and  an  end  to  the  use 
of  others  (e.g.,  routine  blood  chemistries,  chest 
x-rays).    Significant  savings  should  accrue  from 
the  combined  effects  of  decreasing  the  periodicity 
of  administration  of  certain  screening  tests  and 
the  avoidance  of  others  altogether. 

In  other  groups  at  high  risk  for  illnesses 
described  in  this  repon  (e.g.,  breast  and  cervical 
cancer),  appropriate  preventive  care  may 
require  decreased  time  intervals  or  earlier  start 
of  screenings.    For  other  illnesses  and  conditions 
(e.g.,  HIV  testing  and  screening  for  sickle-cell 
disease),  additional  tests  may  be  required. 
Table  9  lists  effective  preventive  services 
appropriate  to  persons  with  risk  factors  for 
particular  illnesses  and  conditions.    The  lack  of 
adequate  data  on  the  number  of  persons  at 
high  risk  for  a  number  of  these  conditions 
precludes  the  inclusion  of  projections  of  their 
costs  in  the  premium  estimates  provided  here. 
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APPENDIX 


MEMBER  ORGANIZATIONS  OF  THE  NATIONAL  COORDINATING 
COMMITTEE  ON  CLINICAL  PREVENTIVE  SERVICES 


Ambulatory  Pediatrics  Association 

American  Academy  of  Family  Physicians 

American  Academy  of  Pediatrics 

American  Academy  of  Physician  Assistants 

American  Association  of  Colleges 
of  Nursing 

American  College  of  Obstetricians 
and  Gynecologists 

American  College  of  Physicians 

American  College  of  Preventive  Medicine 

American  Hospital  Association 

American  Medical  Association 

American  Nurses  Association 

American  Osteopathic  Association 

American  Osteopathic  College  of 
Preventive  Medicine 

American  Public  Health  Association 

Association  of  Academic  Health  Centers 

Association  of  American  Medical  Colleges 

Association  of  Health  Services  Research 


Association  of  Schools  of  Public  Health 

Association  of  State  and  Territorial 
Health  Officials 

Association  of  Teachers  of  Preventive 
Medicine 

Blue  Cross  and  Blue  Shield  Association 

Group  Health  Association  of  America 

Health  Insurance  Association  of  America 

Institute  of  Medicine 

National  Alliance  of  Nurse  Practitioners 

National  Association  of  Community 
Health  Centers 

National  Association  of  County 
Health  Officials 

North  American  Primary  Care 
Research  Group 

Society  of  General  Internal  Medicine 

Society  for  Public  Health  Education 

Society  of  Teachers  of  Family  Medicine 

U.S.  Conference  of  Local  Health  Officers 
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APPENDIX  C. 

SCHEDULE  AND  LOCATION  OF  ELECTRONIC  CITIZENS'  FORUMS, 
TOWN  MEETINGS  AND  PUBLIC  HEARINGS 


Electronic  Citizens'  Forums 

May  16,  1994  May  19,  1994 

Glasgow  Kalispell 

May  18,  1994 
Great  Falls 


Town  Meetings  on  the  Universal  Health  Care  Access  Plans 

July  19,  1994  August  4,  1994 

Great  Falls  Missoula 

July  20,  1994  August  8,  1994 

Malta  Livingston 

July  26,  1994  August  10,  1994 

Wolf  Point  Butte 

August  1,  1994  August  16,  1994 

Glendive  Lewistown 

August  3,  1994  August  17,  1994 

Poison  Billings 


Public  Hearings  on  the  Statewide  and  Regional  Health  Care  Resource 
Management  Plans 

July  18,  1994  August  10,  1994 

Havre  Anaconda 

August  1,  1994  August  11,  1949 

Glendive  Billings 

August  4,  1994  September  22,  1994 

Missoula  Butte 


Public  Hearings  on  the  Universal  Access  Plans 

September  7, 1994  September  13,  1994 

Missoula  Sidney 

September  8,  1994  September  14,  1994 

Bozeman  Billings 

September  12,  1994  September  20,  1994 

Great  Falls  Helena 


APPENDIX    D. 
REGIONAL  HEALTH  CARE  PLANNING  BOARDS 


MEMBER 

Region  I 

Paul  Hanson,  chair 
Alison  Plummer,  vice  chair 
Michael  J.  Quade 
Merle  Fitz,  M.D. 
Jeanie  Hocking 

Sue  Matthews 
Nancy  Hansen 
Nancy  J.  Stoddard 
Edward  G.  Gaub 
Dr.  Gregory  Cavanaugh 

Peggy  Norgaard 
Mike  Kennedy 
Ella  Gutzke 
Sally  VanHemelryck 
Dennis  Chandler 
Jill  Domek 


COUNTY 


Dawson  County 
Custer  County 
Carter  County 
Daniels  County 
Fallon  County 

Garfield  County 
McCone  County 
Powder  River 
Prairie  County 
Richland  County 

Roosevelt  County 
Rosebud  County 
Sheridan  County 
Treasure  County 
Valley  County 
Wibaux  County 


TERM  EXPIRES 


1/1/98 
1/1/98 
1/1/97 
1/1/96 
1/1/97 

1/1/96 
1/1/97 
1/1/96 
1/1/96 
1/1/97 

1/1/98 
1/1/96 
1/1/97 
1/1/96 
1/1/98 
1/1/98 


Region  II 

Jerome  Morasko,  chair 
Mary  Jo  Mattocks,  vice  chair 
Betty  Billmayer 
Harry  Bold 
Glenn  A.  Roush 

James  Kelley,  M.D. 
Virginia  Wooley 
Conrad  William  Olson 
Reta  Rae  Weisgram 
Fred  Thompson 


Toole  County 
Cascade  County 
Blaine  County 
Chouteau  County 
Glacier  County 

Hill  County 
Liberty  County 
Phillips  County 
Pondera  County 
Teton  County 


1/1/98 
1/1/97 
1/1/98 
1/1/96 
1/1/96 

1/1/97 
1/1/98 
1/1/97 
1/1/97 
1/1/96 


Region  III 

Donna  Wald,  chair 
Rick  Larson,  vice  chair 
Carla  Prinkki 
Steven  Berberet,  M.D. 
Nicole  (Nicky)  Garfield 
Harry  Felton 


Big  Horn  County 
Stillwater  County 
Carbon  County 
Fegus  County 
Golden  Valley  County 
Judith  Basin  County 


1/1/98 
1/1/97 
1/1/98 
1/1/97 
1/1/98 
1/1/96 


Region  III  (cont.) 


Anne  Arthur 
Mela  Mlekush 
Feme  Prather 
Joan  C.  Stinson 
Brent  Cromley 


Musselshell  County 
Petroleum  County 
Sweet  Grass 
Wheatland  County 
Yellowstone  County 


1/1/96 
1/1/98 
1/1/97 
1/1/96 
1/1/98 


Region  IV 

Milly  Gutkoski,  chair 
Patricia  Antonick,  vice  chair 
Barbara  Egan 
Audrey  Aspholm 
William  Parke 

Terry  Minow 
Ken  Eden,  M.D. 
Roy  Nelson 
Bonnie  Gebhardt 
Richard  (Charlie)  Brown 

H.W.  (Bill)  Smith  Jr. 
Mary  Sadej 


Gallatin  County 
Broadwater  County 
Beaverhead  County 
Deer  Lodge  County 
Granite  County 

Jefferson  County 
Lewis  &  Clark  County 
Madison  County 
Meagher  County 
Park  County 

Powell  County 
Silver  Bow  County 


1/1/98 
1/1/98 
1/1/97 
1/1/97 
1/1/98 

1/1/96 
1/1/96 
1/1/97 
1/1/97 
1/1/98 

1/1/96 
1/1/96 


Region  V 

Robin  C.  Swimley,  chair 
Jeanette  McKee,  vice  chair 
Myrna  Chamberlin 
Shane  Roberts 
Cathryn  Strombo 

Ellen  Leahy 

Jacob  V.  Lulack,  M.D. 


Lincoln  County 
Ravalli  County 
Flathead  County 
Lake  County 
Mineral  County 

Missoula  County 
Sanders  County 


1/1/98 
1/1/96 
1/1/98 
1/1/97 
1/1/96 

1/1/96 
1/1/97 


2,500  copies  of  this  public  document  were  published  at  an  estimated  cost  of  $5.57  per  copy,  for  a  total 
cost  of  $13,925.00,  which  includes  $4.79  for  printing  and  $1.56  for  distribution. 


